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Safe, Profitable 


Commodity Paper Loans 
Versus Open Credit 
Thru Field Warehousing 


How Inventories of Manufacturers and Others May Be Used to Advantage in 
Securing Large Profitable Loans that Otherwise Would Be 
Impossible Under Present Day Conditions 


NTANGIBLE considerations for loan bases may be pushed aside. No 
longer is it necessary to go in for security in the form of industrial prop- 
erties to be operated or held for conditions favorable to “getting out.” 


LAWRENCE SYSTEM 
20 YEARS OLD 
Backed by a generation of successful ex- 
perience the Lawrence System of Field 
Warehousing will provide you with bona 
fide warehouse receipts covering inven- 
tory wherever it is. 


SMOOTH-WORKING 
FOR BANK AND BORROWER 


The details of releasing goods are com- 
pletely worked out, so that no borrower 
need suffer inconvenience so long as he 
complies with the conditions of his loan. 


LOANS REDISCOUNTABLE 
AND SELF-LIQUIDATING 


Loans based on bona fide Warehouse Re- 


ceipts are not only eligible for rediscount, 
but by having proportionate amounts of 
the loan paid off as goods are released for 
filling orders, the loan is positively self- 
liquidating. 
FREE BANK 
CONSULTATION SERVICE 

If you are unfamiliar with field warehous- 
ing, or if you have applications or loans 
that should really be on a secured basis, 
our nearest office will be glad to supply 
you with full information or advise you as 
to the adaptability of Lawrence System 
Field Warehousing to any specific cases 
you may have in mind—no cost to you for 
this service, of course. 


Send to Our Nearest Office for a Copy of “Warehouse Receipts As Collateral” 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


EXECUTIVE OFFICES: SAN FRANCISCO 


CHICAGO 
One North LaSalle 


BUFFALO 
Liberty Bank Bldg. 


HOUSTON 
Second National Bank Bldg. 


SAN FRANCISCO 
37 Drumm St. 


DALLAS 
Santa Fe Bidg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 
Dillingham Transportation Bldg. 


PORTLAND 


U. S. National Bank Bldg. 


“CERTIFIED” ON CHECKS . . “LAWRENCE” ON WAREHOUSE RECEIPTS 


The Condition 
Of BANKING 


Some of the business confu- 

sion apparent this month 

results from the persistent 

belief that the mill makes the 
stream flow 


HERE was a time when the business world was able to 

ascertain with some degree of exactitude where it stood 

and where it might expect to stand in the immediate 
future. Business charts, indices, statistics of all sorts and 
various other means enabled it to form some rather definite 
view of the situation—subject, of course, to unforeseen 
events and circumstances. In the past few weeks, however, 
all business, and especially banking, has been subjected to so 
many cross-current influences in an increasingly complicated 
situation that few authorities are willing to express an 
opinion as to present conditions and no major authority is 
willing to hazard a guess as to the future. The picture is too 
crowded with moving figures to give any definite impression 
of what it is all about. Business is coming to be so regulated 
in all lines, standards are being so changed and business 
practices are being so modified, that all comparisons with 
the past are impracticable if not misleading. Scarcely a day 
passes that some new element is not injected into the situa- 
tion, while through every line of business there runs a strand 
of new theories, mostly socialistic, which invalidate every 
conclusion that may have been reached. 

On the surface there are several encouraging features in 
the developments of the past month. Steel, so long the 
backbone of industrial production, moved from 34 per 
cent of mill capacity in mid-January to 40 per cent in mid- 
February, with some indication that it would go higher. The 
chief basis for this improvement was demand for the auto- 
mobile industry, which moved from 44.9 to 74.3 per cent of 
capacity in the same period. Employment rose from 71 to 72 
per cent of normal. Freight car loadings moved up a full 
point. Industrial production as a whole moved from an index 
of 74 to 75 on the 1926 average. Factory pay rolls increased 
from 53.1 to 53.2 per cent of the 1926 average. Foreign trade 
showed an increase. 

Prices also advanced, the Labor Bureau’s index rising 
from 72.3 on January 20 to 73.3 on February 10, the chief 
advance being in farm products and foods. All other classifi- 
cations showed slight advances or at least steadiness, with 
the exception of lighting materials, fuels and building 
materials. The introduction of the proposed act in Congress 
to control stock exchanges led to a slight recession in securi- 
ties in mid-February but not until the average prices had 
passed the level of last July, and bond averages were higher 
than at any time since the first of September, 1932. 


NESMITH 

On the whole, business activity seems to have remained 
about the same as it has been since the usual pre-holiday 
activity. One recognized index showed a slight increase and 
another indicated a slight decrease, the public being allowed 
to take its choice. Underneath the surface, things reflect 
uncertainty. Improvement in employment, sales and similar 
items is more apparent than real. The increase in employ- 
ment reflects shorter hours under the code system rather 
than an increase in total hours worked. Department store 
sales in January show an increase in dollar value of 18 per 
cent over such sales in January, 1933, but this increase does 
not cover the increase in prices between this year and last, 
and the logical deduction is that the volume of goods moved 
was actually less than it was a year ago. All comparisons 
with a year ago are also deceptive, inasmuch as at this time 
last year prices, employment, business activity and every- 
thing else were approaching bedrock in the March crisis. 
Nearly all business improvement, also, has been in con- 
sumption goods. The heavy industries as a whole have not 
only shown no improvement but reflect a tendency to sag. 
Both the credit and the industrial trends have met in this 
question of the lag in heavy industry, and the lack of long 
term financing on which a revival of such industry is sup- 
posed to depend. Up to the time this is written there has 
been no appreciable result of the Government’s campaign to 
force a more liberal lending policy on the part of the banks. 
Indeed “all other” loans by reporting member banks in the 
Reserve System showed a slight decrease between mid- 
January and February 10. The failure of the Government’s 
campaign to force more liberal lending by the banks has been 
followed by consideration of several new schemes to provide 
the intermediate and long term credits the Federal authori- 
ties deem necessary for the revival of industry, either through 
a new system of special banks attached to the Reserve banks 
in each district or through some new form of R. F. C. lend- 
ing. In either event or in any event the credit situation con- 
tinues and will continue to be (CONTINUED ON PAGE 81) 
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Ewing Galloway 


— 


IN BANK ADVERTISING 


AMONG ALL GENERAL MONTHLY MAGAZINES 


Published with the utmost distinction and reach- 


ing the wealthiest and most influential audience 
ever assembled by one magazine, FORTUNE offers 
a peculiarly effective background for telling the 
story of an enduring institution. Small wonder, 
then, that FORTUNE carried more bank advertis- 
ing last year than any other general monthly. 


FORTUNE, in four years’ time, has not only at- 
tained an unprecedented circulation and adver- 
tising success, but has become the most important 
magazine in America for the most important 
people in America, who have discovered that 


FORTUNE'S stories of industry are so timely, so 
authoritative, and so revealing that they cannot 
afford to miss them. 


FORTUNE feaches at least one major executive 
in practically every American corporation with 
which any bank could possibly make a profitable 
connection, and it covers this market at minimum 
cost—partly because FORTUNE'S rates are so much 
lower than those of any comparable magazine, 
partly because FORTUNE has so little waste cit- 
culation among men who cannot influence bank- 
ing connections. 


FOR THOSE WHOSE STAKE IN THIS 


INDUSTRIAL CIVILIZATION IS GREATEST 
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OFFICE OF THE SECRETARY OF THE TREASURY 


Daily Statement of the United States Treasury 


COMPILED FROM LATEST PROVED REPORTS FROM TREASURY OFFICES AND DEPOSITARIES 


FEBRUARY 1, 1934 


CURRENT ASSETS AND LIABILITIES 


GOLD 


$7, 018, 263, 925. 70 


ion (seo, 45, act of May 12, 1933).. $840, 000. 00 | 
506, 720, 515. 00 


. 507, 560, 515. 00 | 


Gold certificates: 
Outstanding (outsid 
Gold certificate fay 


Silver certificates (sec. 45, act of May 12, 1983)_ $840, 000. 00 

Silver certificates outstanding.............. 491, 821, 174.00 

Treasury notes of 1890 outstanding Le 
13, 704, 767. 00 


Silver dollars in general fund 
507, 560, 515. 00 


The daily Treasury statement of January 31 gave the amount 
of gold, under “‘assets”’, as $4,034,867 ,780.67 


Regulation 


The object of the stock exchange bill, 
in the language of the President, is “leg- 
islation providing for the regulation by 
the Federal Government of the opera- 
tions of the exchanges .. . for the 
elimination of unnecessary, unwise and 
destructive speculation.” It is a laud- 
able object not easy to reach. 

Who may be the proper judge of what 
is necessary, wise and constructive spec- 
ulation is not at all certain. After all, the 
ethics of stock dealings are largely a 
matter of personal honesty and no legis- 
lation has as yet been devised which will 
make men honest by law. 

Still the Government might make an 
attempt along that line without serious 
objection from any one if the efforts 
were reasonably calculated to effect its 
object without doing more harm than 
good. It is one thing to curb speculation 
and another thing to prevent banks 
from lending money freely upon good 
security. While the Government is call- 
ing on the banks for more loans to in- 
dustry it proposes to hamper them in 
extending such loans by forcing them to 
require a 60 per cent margin on loans 
collateraled by the highest grade securi- 
ties other than those guaranteed as to 
principal and interest by the Govern- 
ment itselfi—the same margin require- 
ments as those for any other stocks and 
bonds which happen to be listed on a 
stock exchange. 

Whether or not bankers are right in 
their estimate that this requirement 


would force margin calls resulting in the 
deflation of $7,000,000,000 in security 
loans now outstanding, it is at least evi- 
dent that the proposed act packs a wol- 
lop which the banks of the country, no 
less than the stock exchanges, have 
abundant reason to question. 


Prices 


The admission of N.R.A. authorities 


that price fixing is possible under many | 
of the codes is not very thrilling in view | 


of the fact that the chief accomplish- 


ment of some of the codes is price fixing. | 


The campaign of Senator Borah, Sena- 


tor Norris and various other liberals | 
against monopolistic tendencies in the | 


operation of the Recovery Act is based 
upon solid fact and sound reasoning in 
many cases, although for the present 
these Senators may be as voices crying 
in the wilderness. 

What strikesan observer of N.R.A. de- 
velopments is that the Act has become 
all things to all men. If its various fea- 
tures could be separated into separate 
acts probably not more than a third of 
them would be approved by the Ameri- 
can people, although it must be admitted 
that this third represents an important 
advance in sociology if not in economics. 


Stabilization 


It is significant that, although the 
United States today is as far from a 
definite monetary standard as Great 
Britain has been for more than a year 
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RESEARCH REVEAL 
CHANGE IN NATIONAL 
DICTATION HABITS 


—__ 


Numerous Firms Adopting 


Unusual New Type of 
Dictation Service 
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and small bum’ 


& to reports, this is, 


risfaction with old-fashiones 
Icta- 
W ed up 


alwaes 


YW 65:25 


FULL-TIME SECRETARIAL 
SERVICE---COSTS NO MORE! 


In offices that enjoy EDIPHONE 
Voice Writing, dictating is done 
at any hour, like telephoning! As 
ideas arise, they are quickly dic- 
tated to the Ediphone. When 
sales calls, etc. take people from 
their desks, typing continues. 
Whenever employees wish to 
dictate they simply talk to their 
Ediphones. 

If your organization has never 
experienced Voice Writing free- 
dominvestigatethe revolutionary 
new PRO-TECHNIC EDIPHONE. All 
mechanism is completely en- 
closed, dustproof, electrically 
controlled. This dictating machine 
employs Edison's principle of 
“Balanced Voice Writing” which 
makes dictation easier, faster. 

See this different dictating instru- 
ment. It guarantees 20%-to-50% great- 
er business capacity! 

Secretarial Service 
ALL the Time 


diphons 


For detailed information—tele- 
phoneorwrite’ ‘TheEdiphone. 


WORLD-WIDE SERVICE 


ZA 


ORANGE, NEW JERSEY 
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With This Silent Signal 
Delayed Control Timelock 


HOLD-UP . . carefully planned just as the doors are 
opened or closed for the day . . guns . . and a terse de- 
mand .. “All right, we’ll wait until the time lock runs down.” 


But if you have foreseen this common occurrence, there 
will be a different story. 

With the Diebold Electric Silent Signal used in conjunction 
with Delayed Control Timelock, you proceed as commanded 
by the bandits . . . winding thetimelock . . . dialing 
the combination. Instead of being at the mercy of the gun- 
men, a secret, silent warning is flashed to Central Station. 
When the delay period has elapsed and the money is turned 
over to the bandits, they are met at all avenues of escape 
by the police. 

No indication of this type of protection is shown on the 
unit. No one but the employee responsible knows how to dial 
the secret warning. This is Diebold’s method of stopping the 
bandit in his tracks. 

Make it your answer to defeat these terrifying attacks. 
Write for the interesting details and the Diebold man’s 
analysis of your hold-up hazards that will be given without 
obligation when the facts are presented. 


A Diebold Shield on your door. A sign within your bank. 
A notice on the unit of delayed control and the un- 
derwriter’s label of approval WILL defeat banditry. 


Di OLD 


REKORDESK SAE“ & LOCK CO. 
J ANTON, OHIO 


When Savings Ledger and Signa- 
ture Cards are conveniently housed 
in this modern certified, two-hour 
safe, you provide speed for depos- 
itors . .. protection for records. 
Write for complete information 
today. 


under the operation of its equalization 
fund, the temporary and possibly per- 
manent devaluation of the dollar at 
59.06 per cent of its former gold value 
has pulled much gold from Europe. 
Further devaluation of the dollar from 
59.06 per cent to 50 per cent would rep- 
resent possible fluctuation of over 15 
per cent; from its average gold value 
since devaluation the possible fluctua- 
tion is about 20 per cent. 

Probably it will have no such fluctua- 
tions, for it is difficult for the Govern- 
ment to bear it down to its present gold 
par, much less to a lower point. Like 
Bill Nye’s opinion of Wagner’s music, 
present stabilization is better than it 
sounds. 


Succession 


As between the $950,000,000 voted 
by Congress for the C.W.A. and direct 
relief and the $2,500,000,000 desired by 
an overwhelming majority of the House 
of Representatives and (secretly) the 


| Senate, there is over a billion and a half 


dollars and a vast amount of good poli- 


| tics. Having set the amount at $950,- 


000,000 in accord with its budget plans 
it was incumbent upon the Administra- 


| tion in Washington to see to it that the 
amount was held at that limit and it did 


so successfully and with commendable 
firmness. 

It is quite possible, however, that 
before Congress adjourns the two and a 
half billion dollar crowd will have their 
innings. The C.W.A. at present is spend- 
ing over $75,000,000 a week as against 
direct relief of $50,000,000 a month. The 


$950,000,000 can be applied either to 


A Comparison 


ORR IN THE CHICAGO TRIBUNE 
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“Keep costs down— 
I don’t care who has been 
placing our fire insurance 
—| want it in a good 

MUTUAL company” , 


Leo T. Crowley is now chairman of the 

Federal Deposit Insurance Corporation. 

He has been a Madison, Wisconsin, 
banker 


direct relief or to C.W.A. employment. 
Between the two it is expected that the 
funds will last until May 15 with a little 
left over for direct relief in the later 
months of the year. C.W.A.’s successor 
after May 15, however, has not yet been 
selected. P.W.A. is mentioned as a hope- 
ful aspirant for the post, but it will take 
a lot of P.W.A. activity to absorb the 
4,000,000 people now on C.W.A.’s pay 
roll. 

In fact it cannot and will not be done. 
The supreme test of the Government’s 
budget program for the next fiscal year 
will come when political pressure is 
exerted to force an extension of the civil 
works activities as the present funds 
become exhausted. 


Compromise 


At the present time there are over 
2,000 cities, counties, towns and other 
taxing organizations in default upon 
their outstanding indebtedness. Present 
prospects are that Congress will pass an 
act, already passed by the House of 
Representatives and now pending in the 


Senate, permitting these public bodies | 
to compromise with their creditors | 


where two-thirds of the latter agree. 


The compromise may be in the way | 
of an extension of the maturities of the | 


debt, in the scaling down of the princi- 
pal, in a reduction of the rate of interest, 
or in any combination of these means of 
easing the debt burden. The plan pro- 
posed is similar to that of the railway 
provisions of the bankruptcy law. As a 
matter of fact the only alternative of 


Settlements (CONTINUED ON PAGE 57) | 


HOUSANDS of property owners have 

come to a decision like this in the past 
couple of years. And with good reason. Taxes 
have defied the old law of “what goes up must 
come down.” Rents have been definitely lower. 
A situation that demands economies. 

Mutual fire insurance has proved one defi- 
nite economy that property owners could 
count on. 

Year after year property owners, mutually 
insured, have saved a considerable part of the 
premium. This saving has been made possible 
by the care used by mutual companies in se- 
lection of risks; by their effective work in the 
prevention of fire. 

The mutual plan of fire insurance dates back 
in a direct line to 1752. The original company 
founded that year operates successfully today. 
Thirty other companies are over a century old. 
Over 37 billion dollars worth of property is 
protected against fire in mutual companies. 


Selected Leaders 
Seventy-two leading organizations comprise 


The Federation of Mutual Fire Insurance 
Companies. These companies are qualified to 
offer any property owner, large or small, sound 
protection at the lowest cost. Assets of Federa- 
tion companies total over 97 million dollars 

. savings to policyholders in the past ten 
years in excess of 125 million. A list of these 


* companies will be sent on request with a brief, 


interesting outline of their methods of opera- 
tion. Every property owner should have this 
information. No obligation is involved. Write 
for it today. 


This Seal Means Safety 


This Seal identifies a 
member company of The 
Federation of Mutual 
Fire Insurance Compa- 
nies and The American 
Mutual Alliance. It is 
a symbol of soundness 
and stability. 


MUTUAL FIRE INSURANCE 


An American Institution 


WRITE FOR THIS BOOKLET 


Federation of Mutual Fire Insurance Compa- 
nies, 230 North Michigan Ave., Chicago, III. 

Kindly send me your booklet explaining 
the Mutual Plan of Insurance and giving 
names of Federation companies. 


Street 


City 
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PROTECTING THE CHECKS of AMERICA 


MODEL 


V 
NEW KEY SET PROTECTOGRAPH 


© « « « THE CHOICE OF BANKS - EVERYWHERE 


11 POINTS MODEL 33 is 70% faster—equipped with standard nine bank keyboard 

OF SUPERIORITY of 81 keys, like an adding machine. It is more accurate—split figures 

. Key Set Operation and incorrect amounts are eliminated. It is safer—each two-color ribbon 
tecnico siniggl of indelible ink penetrates thoroughly 10,000 legible, uniformly inked im- 


. Uniform Ribbon-Inked Imprints 
. Penetrating Indelible Ink Ribbon prints. Forged brasstype, guaranteed against chipping, and operated with a 


» Forged Brass Type full stroke mechanism compels fully shredded and inked amount lines at 
, Repeating Mechanion all times. An individual name sliding Prefix increases protection of dollar 


. Automatic Clearance amounts—the danger point. The price is surprisingly moderate. 
. Payee Name Shredder 
. New Design Legible Numerals SALES AND SERVICE 


11. Individual Name Sliding Prefix 
Factory owned and controlled sales and service offices in principle cities. Arrange to see Model 


oe paca my ange 33 Protectograph. Write or telephone The Todd Sales Company in your city, or write us direct. 
exclusive features (but the Pro- 


ng THE TODD COMPANY, INCORPORATED, ROCHESTER, NEW YORK 


are manufactured only by Todd 


THE PROTECTOGRAPH ° CHECK SIGNERS ° REGISTERED PROTOD-GREENBAC CHECKS ° SUPER-SAFETY CHECKS 
PASS BOOKS AND CHECK COVERS ° STATIONERY AND BANK SUPPLIES 
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Unemployed 


Bank Credit 


By JESSE H. JONES 


HE banks of the United States have a primary and 

fundamental responsibility in the President’s recovery 

program, which they are not now meeting. In frankness 
it must be said that the banks and bankers of the country 
have as yet not taken their place in the great effort toward 
reconstruction in which President Roosevelt is engaged. 
Progress is being made in countless directions, but to solidify 
the forward movement it will be necessary to have the actual 
cooperation of every bank in the United States. 

This is so because without credit the energy which has 
been set in motion cannot be directly applied to economic 
recovery. Working capital is the essential element in all 
forms of business, industry and agriculture, but at the mo- 
ment it is sadly lacking. The Government has made tre- 
mendous effort to supply it, but it cannot be expected to 
serve as the only source of credit. The question which officers 
and directors of banks must answer is whether or not they 
wish to have financing remain in private hands or become a 
function of the Government. 

There is no partial solution. The Federal Government has 
injected several billions of dollars into banks and other 
financial institutions as a means of rehabilitating the coun- 
try. This vast amount has been, I believe, wisely and well 
applied, but it is obvious that it cannot be a continuous 
operation. If the Government is to remain in the banking 
business to this extent and more, it may be forced to go still 
further if the banks fail to meet their responsibility. 

Congress has shown repeatedly that it believes the Federal 
Government should and must step in where private agencies, 
local and state governments, fail to supply the necessities 
of life. Credit restriction will not be permitted indefinitely. 
The National Legislature will substitute Governmental 
functions when it becomes convinced that private means 
have broken down. Conversely the Government will be 
ready to step out of the banking picture the moment that 
the banks themselves have shown any willingness and ability 
to handle the credit needs of the country. There is not 
the slightest intention on the part of anyone connected 
with the R.F.C to remain in the banking field one day longer 
than it is necessary. It is not intended, through the present 
operations of the Corporation, to dominate the existing 
banking structure or to absorb it. 


What officers and directors of banks need most to do is to 
go back to the first principles of banking and acquire once 
more the ability to make loans. There was too great a tend- 
ency in the period prior to 1929 for our banks to abandon 
this function. They were no longer places where men with 
ideas and men with ability to make money work could 
borrow money. They were concerned too often with specu- 
lative investments. Too many became, in effect, adjuncts of 
the stock and bond market. The cash resources of the coun- 
try were being put into unproductive rather than pro- 
ductive lines and as is usually the case in a “house game” 
the “kitty” was getting the take-off. 

This applied more specifically to the big banks. It is from 
the larger institutions that leadership must spring and 


Mr. Jones at a recent hearing 
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unless they are willing to assume that 
leadership, they should give others a 
chance. Many of the smaller banks suf- 
fered because they bought securities 
rather than supported local interests. 
Until the R.F.C. preferred stock pro- 
gram reached its culmination, they were 
without working capital necessary for 
additional loans. In many instances, 
they had been misled rather than cor- 
rectly guided by the operations of those 
in the leading money markets of the 
country. 

The Reconstruction Finance Corpo- 
ration has found little difficulty in col- 
lecting on local bank loans. Collateral 
of this sort has in most instances worked 
out better than investments. There cer- 
tainly has been ample justification for 
the belief that if the banker had time to 
consider loans of this character, many of 
them could be safely made, and with 
profit to the maker and the nation. It 
will be impossible for recovery to gain 
the momentum which is necessary if 
means are not found for putting money 
to work. In every community there are 
men who know how to make money 
work and in doing so, create wealth and 
employment. Today many of these in- 
dividuals are denied the opportunity of 
even presenting their ideas. The heads 
of too many financial institutions are 
deaf, dumb and blind when a prospec- 
tive borrower enters. They refuse to 
believe that anything can succeed and 
they regard their vaults as the only safe 
place for their money. 

I cannot place too much emphasis on 
the assertion that our banking svstem 


cannot isolate itself, sit idly by and ex- 
pect the rest of the United States to pull 
the entire country out of the morass in 
which we almost became engulfed. Any 
such course can mean only one thing, 
and that is the entire structure would 
eventually fall down again. 

But that will not happen. Unity can 
be achieved. It was, when fear pre- 
dominated last March. We were all 
ready and willing then to get together 
on any basis that offered the slightest 
sign of relief. It should be possible for 
us to act with the same unity now that 
we are further from the edge of the 
slough. 


THE NEW DEAL 


OUR bankers must realize, too, that a 
tremendous change has taken place in 
the economic scheme. We cannot dis- 
regard the mew in the New Deal. 
Practices which obtained up to three 
or four years ago have gone, never to 
return. Selfishness and greed can no 
longer control our actions. Bankers as 
well as the rest of us must serve rather 
than use the public. Private fortunes 
cannot be built on money which has 
been placed in trust by depositors. 
Banks must be conducted in the open 
in view of all who may care to look 
and for the benefit of the man with 
a dollar as well as the one with a 
million. 

During this period when the affairs 
of thousands of banks have been under 
consideration at the R.F.C., we have had 
the opportunity of judging many men 
and many methods. It would surprise 


hundreds of bankers and thousands of 
depositors to know in how many in- 
stances officers and directors of banks 
have been morally, if not legally, care- 
less in bank management. Public atten- 
tion has been called to some institutions 
in which those in charge regarded the 
deposits as a reservoir which they 
might tap for their private purposes. 
The bank which reveals heavy loans to 
officers and directors and their families 
can have but little justification for 
existence. Such practices ought never to 
have been engaged in and should not be 
allowed in the future. Banks which 
hope to survive must engage in profit- 
able and productive business. Our bank- 
ing system has no room for mere de- 
positories. The principal legitimate 
business in which a bank can engage is 
lending of money. For too long now this 
has been neglected. The time has come 
when banks which expect to earn their 
fixed charges and pay dividends on their 
stock must resume normal banking 
practices. 

The fear of public panic has been 
removed by deposit insurance. Working 
capital has been provided through the 
medium of preferred stock purchases 
by the R.F.C. and local contributions 
which have been made in many in- 
stances. The stage has been set and it is 
time for the curtain to rise. 

It is my opinion, therefore, that the 
first duty of all officers and directors 
should be pursuit of business. No busi- 
ness man—and most bank officials are 
business men—would be satisfied to sit 
in an office and merely attempt to retain 
the material possessions which he had 
accumulated. He knows that if he is 
to continue in business he must produce 
goods, get orders or sell merchandise. 
That is just what the banks must do. 
The progressive banker today should 
comb his list of depositors and industries 
in his community and the merchants 
about him to see where sound loans 
might be made. There is no security 
better than character and no risks less 
uncertain than ambition and integrity. 
Empty stores, silent factories and idle 
hands can be put to work with the 
application of credit. 

I know it is not an easy task I am 


‘Our bankers must realize, too, that a 

tremendous change has taken place in 

the economic scheme.” A picture of the 

lobby outside President Roosevelt’s 

office, filled with citizens waiting for an 
audience 


( 
6 ‘ 
i 
‘ 
% 
| 
0. aU. 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1934 


assigning the banks of the country, 
because the average man now believes 
that banks are not making loans and 
will not lend on anything but prime 
liquid collateral; something that can be 
sold on a moment’s notice. There is am- 
ple evidence to support this statement. 

Nota day passes in which the Corpo- 
ration does not receive several hundred 
letters from individuals or industries 
seeking assistance, much of which 
should and could be granted, but which 
has been denied for a lack of confidence, 
courage and energy. Men with ideas 
that will put money and people to work 
have come to regard banks as the last 
place to which to go for assistance. 
They have been turned down so often 
that their pride will not permit them 
to be rebuffed again. 

It will, therefore, in most communi- 
ties be necessary for the banker not only 
to find, but to strive for business. The 
shock of doing so will be no greater to 
him than to those he approaches. The 
result will, Iam convinced, be mutually 
satisfactory and entirely beneficial. 
No system which the Government 
could devise could take the place of a 
well managed bank. 


A NEIGHBORLY PROBLEM 


THE problem with which we are 
confronted is not limited to any section 
of the country nor can it be cured 
by purely sectional effort. It must 
be universal. The small merchant, 
manufacturer and farmer can fill his 
credit needs through only one agency 
and that is the local bank. We cannot 
expect the larger institutions to reach 
out and make such loans, and the sum 
total of these $100 and $1,000 transac- 
tions will far exceed in amount and 
material benefits any large scale floata- 
tions which might be made. 

In the ultimate, the problem is a 
neighborly one. Unless the banks sus- 
tain and strengthen the communities in 
which they have been established, 
there will be nothing on which the banks 
themselves can exist. In dollars and 
cents the Government has done as 
much if not more for our banking sys- 
tem than any other industry, and yet it 
is often only too apparent that the 
banks are doing but little in return. 
All that they are asked to do is to go 
back to work. President Roosevelt, 
through the activities of his Adminis- 
tration, put four million men to work 
in a single month last year. The banks 
can keep most, if not all of these men at 
work by doing only those things for 
which they were created and chartered. 


THis COULONT 
RAVE BEEN THE 


STOVE THAT BURNED 
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He Just Won’t 
Believe the 
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Mr. Jones is distinctly not of the large group 
in Washington that favors a loose credit policy 
under Government aegis 


It hardly seems possible that they will 
fail to fulfill this obligation. They 
have the working capital. The R.F.C. 
alone has injected more than a billion 
dollars in the form of preferred stock, 
capital notes and debentures into more 
than 6,000 banks. It stands ready to 
continue making such purchases until 
every bank in the United States has 
had an opportunity to achieve soundness 
and stability. I should hesitate to think 
that Government funds so invested 
were not to be usefully employed. 

There is nothing unusual in what the 
banks are being asked to do. They are 
not expected to make any sacrifices. 
They are only being requested to take 
the bars and padlocks off their vaults 
during banking hours and proceed in a 
normal way to make normal loans to 
normal men for normal purposes. Any 
bank official or director who commits 
himself to such a course, will cooperate 
to the fullest degree in the President’s 
recovery program, and those who do 
not do so, will be a hindrance. 

Many banks are contenting them- 
selves with buying additional Govern- 
ment bonds, and feel in that way they 


are cooperating with the Administra- 
tion. It is desirable, of course, for the 
banks to invest in Government bonds, 
but certainly it is equally as desirable 
for them to make loans. 

Another point I should like to make 
is with regard to our public debt. Some 
people feel that a 32 billion dollar Gov- 
ernment debt is overwhelming. Of 
course it is a very large amount of 
money, but when we consider the wealth 
of our country, it is not seriously out of 
proportion, nor is it really so very great 
when compared with losses that we have 
suffered during the past few years. 

Many bankers complain about being 
berated for not lending and reply to 
the effect that they are really looking for 
loans and making all the sound loans 
that offer. It is not my purpose to 
berate bankers but to appeal to them to 
make a real effort at lending and to take 
an interest and to furnish constructive 
leadership in their institutions and 
communities. Also to recognize that 
there are not a great many ideal bank 
loans but many situations in which 
loans could be made acceptable with 
proper interest and effort. 
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EWING GALLOWAY 


A Yearful 


HE speed with which the New 

Deal whirls is so great, and the 

glittering balls the New Dealers 
keep in the air are so many, that it is 
almost impossible to look away—much 
less back. People generally are too dizzy 
gazing at this six-ring Federal show to 
make comparisons. We have travelled 
so far that the starting point is hardly 
visible. The pledges and promises upon 
which Mr. Roosevelt came in are 
blurred. The facts that confronted the 
last session of Congress are forgotten. 
However, for the purpose of assaying 
the present session, now well in its 
stride, it seems worth while to recite 
certain things that stood out a year 
ago. For example, it will be recalled 
that in February, 1933, Senator Pat 
Harrison conceived the idea of summon- 
ing to Washington several hundred 
leading citizens from all sections to tell 
the Senate Finance Committee how the 
country could be saved. At that time 
the Treasury deficit was a little over 
one billion dollars. It seems funny now, 
with that figure multiplied by seven 
and mounting every day, but that one 
billion scared the nation then. It was 
held that such a huge deficit threatened 
the national solvency and weakened 
confidence in the stability of the Gov- 
ernment. Mr. Roosevelt, himself, most 
emphatically said these things on March 
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EWING GALLOWAY 


By FRANK KENT 


Last March in the JOURNAL 
Mr. Kent Wrote— 


‘For more than a year now the rather shocking 
spectacle of Congressional inability to function in 
the face of a crisis has been presented to the country. 
... It is cheering to hear that President-elect 
Roosevelt favors a revival of the caucus plan to get 
his program through the next session. Unless Con- 
gress, making public confession of its mortifying 
incapacity, confers upon him ‘dictatorial powers’ to 
do the things it cannot or will not do, there is no 


other way.”’ 


10—asserting that for three years the 
country had been heading for bank- 
ruptcy and the time had come to halt. 

Such was the general feeling, and 
those who appeared before the Com- 
mittee, with few exceptions, sounded 
one note—rigid economy and a gen- 
uinely balanced budget. Alarmed by 
the situation, prodded by public senti- 
ment and spurred on by the popular 
President, the Congress last spring, to 
avert the threatened collapse, surren- 
dered practically all its powers and 
ratified his action in reducing the 
number of Federal employees and slic- 
ing nearly a billion of Federal expense, 


some of which came out of their own 
salaries. Most of them did this with 
great private reluctance. Some of them 
suffered severely, groaning to them- 
selves as they voted. But they did it. 
Looking back now, the whole business 
seems incredible. In eight months after 
the great cut was made, the deficit has 
risen from one to seven billion; six 
billion has been added to the public 
debt; the number of Federal employees 
is greater by many thousands than ever 
before; a ten billion dollar spending and 
borrowing program is laid down by the 
Administration, and the phrase “bal- 
ance the budget” has become obsolete. 
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READING-MATTER 
FOR CONSTITUENTS 


Through the press gallery telegraph 
rooms runs the daily stream of news 
that keeps voters at home informed 
about Capitol business. But today Con- 
gressmen often find that the President 
has talked to their constituents first 


All this sounds crazy but it is a simple 
statement of undisputed fact. If we 
were headed for bankruptcy then, 
where are we headed now? If a billion 
dollar deficit and a 23 billion debt was 
a menace to national solvency in 1933, 
what can be said of a seven billion 
deficit and a 30 billion debt in 1934? 
No one knows the answer to these 
questions and the people, generally, are 
in too exalted a state to care. They are 
in a Pollyanna Paradise, blindly believ- 
ing in the President, impatient of 
logic, intolerant of criticism, caring 
nothing for the Rooseveltian inconsis- 
tencies, entirely content with his gay 
assurance that “we are on our way”. 
That is perfectly true—but the question 
is—where? 

Grave as it really is, the situation is 
not without its grim humor, when you 
consider the condition in which it places 
the present Congress. Last year, when 
bowing to the tremendous demand for 
retrenchment, it put a balanced budget 
at the top of the list of vital necessities, 
the New Deal had only a vague, shad- 
owy outline. It had not at that time 
really taken shape in the mind of Mr. 
Roosevelt himself. There was no Public 
Works Administration, no Civil Works, 
no N.R.A. There was a farm bill on its 
way through, but in those early econ- 
omy days the legislative program of the 
Great Experiment was being evolved by 
the “Brain Trust’, and Congress had 
no inkling of it. When it was laid before 
them by the President, the combination 
of his prestige and popularity, the Fed- 
eral patronage for which they were 
hungry and the critical condition of the 
country had reduced them to an ex- 


READING-MATTER 
FOR CONGRESSMEN 
Letters and other communications 


arrive in large quantities at the Senate 
and House Office Buildings daily 


tremely supine condition. They were 
ready to sign on the dotted line without 
reading the documents—and did. Since 
then the developments have been un- 
precedentedly swift, and all the old po- 
litical milestones practically obliterated. 
We have been taken along a new and 
uncharted path, the end of which no one 
—including the President—sees clearly. 
That the great Governmental experi- 
ments being made in America, and 
which the whole world watches with 
concern, are still in the experimental 
stage, is too clear to dispute. The real 
test will not come for a year. Nothing 
could make this plainer than the two 
messages with which the President 
started Congress off. In the first he 
dealt in generalities, with optimism and 
confidence, painting a picture of a 
lovely land in which everybody would 


GLOBE 


be happy, and sordidness and selfish- 
ness banished from the business world. 
In the second, or budget, message he 
was candidly concrete. For the first 
time he revealed the shocking cost of 
the New Deal to date. Then, laying 
before Congress his ten billion dollar 
program for the year, Mr. Roosevelt 
quite boldly announced that in 1935 the 
Government would begin to taper off its 
vast emergency expenditures. In 1936, 
he said, it would be necessary to stop al- 
together, put the budget really in bal- 
ance and restore the national financial 
equilibrium. Though the debt then will 
be 32 billions and the deficit impossible 
to foresee, he felt there was no need to 
bother. Full recovery would enable us 
to swing it. Such is his faith. In brief, he 
will plunge to the limit now on the 
theory that in another 12 months pri- 
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vate industry will recover its initiative 
and enterprise—both conspicuously 
lacking at the moment. If it does, then 
he and the rest of us triumphantly win. 
If it does not, then we all disastrously 
lose. It is as great a gamble as any na- 
tion ever took—but it must be said that 
it is being gallantly taken. 


WASHINGTON LARGESS 


THE truth is that the whole country is 
buoyed up by Government money. 
The great bulk of its business is being 
done on Government money. The great 
bulk of the reemployed are on the 
Government payroll. The railroads are 
financed, thousands of banks are up- 
held, corporations, municipalities and 
the states themselves are functioning on 
Government funds. Great wads of 
Treasury cash go to the farmers. The 
Civil Works payroll is upward of 
$60,000,000 a week. Every contract is 
a Government contract. There is almost 
no purely private work going on. The 
great stream of Federal money will flow 
faster this year. While the flood con- 
tinues business is bound to be stimu- 
lated, employment increased, distress 
relieved. Ten billions of dollars is an in- 
conceivably vast sum. You can’t pour 
that into the country without effect. 
But the point is the Government is 
doing it all and it cannot last forever. 
Someday the bill has to be paid. The 
time looms now when the deficit-debt 
limit will be reached. The President has 
fixed it for 1936. By then, he hopes, the 
Government can shut off the stream and 
save itself. 

There are those who think it can, 
and those who think it cannot. One 
school believes that by then industry 
and agriculture will both be on their 
feet; that prosperity will tremendously 
increase the Government revenues; 
that private concerns will employ those 
now on the dole and business flourish 
without the Government billions. The 
other school contends that the Admin- 
istration has committed us to a course 
from which we cannot retreat; that the 
Federal billions will continue to be 
demanded; that industry can never 
absorb the four million now on the emer- 
gency Federal payroll; that inflation is 
the ugly, only and ruinous answer. It is 
comforting, perhaps, that the Supreme 
Court has not dealt a crippling blow to 
the experiments before we know which 
school is right. 

In the meantime, at this session even 
more than the last, Congress is without 
initiative, spirit, power or responsibility. 


DEMOCRATIC 


THE HURDLE 


**Every one of the 435 members of the 
House and one-third of the 96 members 
of the Senate must, if they want to hold 
on to their jobs—and they all do— 
first be renominated in party primaries 
in the summer, and, if successful in 
that, be reelected in November. In 
other words, they have in a few months 
two fairly stiff hurdles to take.’”°—The 
Author. (Above, party indicators on a 
voting machine) 


It is supine, colorless, meek and mealy- 
mouthed. It is more completely con- 
trolled by the President than before 
and has given up any pretense of inde- 
pendence. Even the Republican opposi- 
tion is half-hearted and lacks anything 
like real party solidarity. In some minor 
matters it may exhibit a sporadic re- 
calcitrancy. It will from time to time 
put on an oratorical show. Certain of the 
congenital and incurable breast-beaters 
in the Senate will prate of principles 
and become deeply concerned about the 
Bill of Rights, the Constitution and so- 
called rugged individualism. But, so far 
as the really important legislative pro- 
posals submitted by Mr. Roosevelt are 
concerned, it will offer no resistance. 
Nor will it make any formidable attempt 


to enact any measure to which he is 
seriously opposed. In other words, it 
will accept the réle of the rubber stamp, 
making only an occasional face-saving 
but entirely perfunctory gesture. 
There are, I think, two outstanding 
reasons for this almost unprecedented 
Congressional condition. One, of course, 
is the extraordinary emotional public 
sentiment which Mr. Roosevelt has with 
him to an even greater degree now than 
ten months ago, when his program was 
first launched. Unquestionably things 
are better in the country than they were. 
In the first place, the elevator was right 
on the bottom when he came in and 
there was no way to move except up. 
The same situation existed in England, 
Canada, France and nearly every other 
country, and they have all made prog- 
ress toward recovery fully as great as our 
own, without anything remotely resem- 
bling the New Deal program. In the 
second place, while the Government 
billions are pouring out it is impossible 
for there not to be a considerable stimu- 
lation of business and, accordingly, a 
hopeful feeling among the people. 


VOICE OF THE PEOPLE 


THEsecond reason is that this Congress 
is exactly one year closer to an election 
than it was at the last session. Anyone 
who thinks that this fact does not make 
a difference knows little of politics. 
Naturally, no member of Congress un- 
der these circumstances wants to alien- 
ate any considerable number of votes. 
The observant Representative or Sena- 
tor, with his ear to the ground, these 
days discovers that in his district or 
state the masses of the people are in a 
condition of unmitigated enthusiasm 
about Mr. Roosevelt. He has no diffi- 
culty in ascertaining that the President 
is stronger with the people in his partic- 
ular bailiwick than he is himself. Vast 
numbers of voters are on the Civil 
Works payroll. Most of the banks have 
been aided by R.F.C. funds. The con- 
tractors are busy, if they are busy at all, 
on Public Works projects. The farmers 
are happy about increased prices for 
their products and over the receipt of 
Treasury checks for not working as hard 
as they used to. The Blue Eagle bally- 
hoo of Administrator Johnson has 
saturated their system, and the beauti- 
ful picture painted by the President has 
buoyed them with hope. They are, in 
fact, living in a rosy dream, prepared 
to be resentful against any disturbance 
thereof. And, as though the Congress- 
man looking (CONTINUED ON PAGE 54) 
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DOWN IN THE CELLAR 


From Governor Winthrop to 1934—a 
Colonial room in a modern basement 


Money 


for Homes 


By JOHN H. FAHEY 


The author is Chairman of the 
Federal Home Loan Bank Board 


FRANK J. FORSTER 


The development of Federal savings and loan associations 
affords one of the soundest methods for the revival of 
building activity and industrial prosperity through home 
building and modernization. The participation of the 
United States Treasury in the preferred shares of Federal 
savings and loan associations largely supplements local 
investment in home financing. The automatic member- 
ship of these associations in the Federal Home Loan Bank 
System further enlarges their ability to meet local home 
finance requirements. Commercial bankers can well afford 
to assist in the organization of such associations, and 
should give serious study to the provisions and regulations 
under which these institutions operate for the benefit of 


the entire community.—The Author. 


OW to make home loan credit 
available to the borrower in ade- 
quate volume and at economical 

cost has been one of the chronic prob- 
lems of civilization since very early 
times. How to make such credit safe and 
convenient for the lender is a corollary 
question which has always been of deep 
concern to the banker. Serious weak- 
nesses have recently been disclosed in 
both the concept and the method of 
urban home loan investment which we 
have followed in the United States dur- 
ing the whole period of our national 
existence. 

In the recent cycle of unemployment, 
default on home loans, foreclosures, 
eviction, deflation of home values and 


growing paralysis of finance and the 
construction industry, we saw some- 
thing more fundamental than merely a 
by-product of depression. We realized 
that, behind the emergency task of 
stabilizing property values, was a seam 
of defects in our entire home finance 
structure which, if we fail to block it up, 
is certain to open again and release new 
disaster whenever the economic strain 
grows heavy. In the urgent job of clear- 
ing up the débris, therefore, it is neces- 
sary to keep our eyes constantly upon 
the more important objective of pre- 
venting a recurrence of such chaos in 
home real estate, by removing its 
causes. 

Fortunately, in both the emergency 


and permanent phases of this problem, 
we can draw from a wealth of experience 
and example in the evolution of home 
finance and central mortgage banking 
in other lands, as diverse as Silesia and 
the Argentine, Norway and Chile, Great 
Britain and Hungary, during the past 
160 years. In those nations home loan 
finance has passed through develop- 
ments similar to what we are now ob- 
serving in America, and has led to spe- 
cific end-products which afford a fair 
likeness of the solution towards which 
we are driving in the United States 
today. If the teachings of home loan 
practice in Europe could be condensed 
into three basic principles which have 
proved indispensable to lasting strength 
and stability, those three elements 
would be: 

(1) The invariable use of first mort- 
gage home loans of 10- to 20-year 
maturity, payable through monthly 
amortization instalments, and made up 
to a maximum of 75 per cent or 80 per 
cent of carefully appraised property 
value, with complete abandonment of the 
short-term, supposedly renewable, home 
loan of straight 3- to 5-year maturity. 

(2) Clear recognition of the home 
mortgage loan as a long term invest- 
ment, subject to fluctuations in price in 
response to the long term money 
market, but enjoying merits with regard 
to income and security which meet the 
needs of such private or institutional 
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portfolios as are not exposed to demand 
liability—ot a security for direct com- 
mercial bank lending on individual 
properties. 

(3) A strong central reserve or redis- 
count mortgage banking system where 
home financing institutions may obtain 
expansion and flexibility in their loan- 
able assets by the hypothecation of ap- 
proved mortgage collateral. 

It is only fair to remind ourselves 
that all three of these principles have 
been consistently overlooked in Amer- 
ican home finance and banking proce- 
dure. Instead, except in the case of 
building and loan amortization practice, 
we have generally employed the short 
term home mortgage which has been 
hazardous for the investor and unwieldy 
and expensive for the borrower. We 


have suffered by the lack of those safe- ., 


guards which a central mortgage re- 
serve system would have assured. 


Finally, we have not only made our & 


home loans on a 3- to 5-year basis, but 
we have accordingly pretended to re- 
gard them as “short term” securities. 


This error has been especially costly in . 


our traditional first mortgages of 50 to 
60 per cent of property value, where the 
borrower was at pains to pay off a lien 
of 15 to 20 per cent on his second mort- 
gage, leaving the first as a permanent 
encumbrance. 

The depression has yielded at least 
one constructive lesson in forcing us at 
last to recognize the advantages of the 
long term conception of home mortgage 
finance, which has been almost univer- 
sally observed by other industrial na- 
tions for more than a hundred years. 
This step brings us to the most urgent 
of the three different aspects of our 
recent Federal legislation in home 
credits. I refer to the emergency phase, 
represented by the Home Owners’ Loan 
Corporation, and the significance of its 
creation and operations to the Amer- 
ican banker. 

Let us recall that the Home Owners’ 
Loan Corporation was the Govern- 
ment’s method of meeting a crisis which 
had brought injury to every financial 
institution in the United States, and 
the threat of irretrievable loss to their 
depositors, shareholders and_policy- 
holders. Just one year ago we faced the 
almost complete freezing up of home 
mortgage loans, the practical collapse of 
home values, the utter lack of refinanc- 
ing facilities and the pressure from all 
sides to convert inherently long term 
assets into cash at any cost. That was 
only one feature of a crisis which had 
brought to half a million home owners 
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At the top, New York in 1664, with the newly built stone house 

of Frederick Philipse, the town’s wealthiest resident, at the 

extreme right. The lower picture shows Monticello, the home 
that Thomas Jefferson built for himself in Virginia 


the imminent threat of eviction, and 
left millions of artisans and skilled 
workers in the building trades without 
hope of early reemployment, while it 
raised before tens of millions of deposi- 
tors the spectre of drastic depletion in 
the value of their savings. American 
banking stood in the midst of this social 
and industrial breakdown and felt its 
repercussions on every side. 

Such a state of chaos could be met 
either by allowing deflation to run its 
full natural course, and then rebuilding 
our economic structure all over again 
from the ground up, or else by a stabi- 
lization measure so large in its resources 
and so far-reaching in its operations as 
to assure support to distressed home 
owners and to private and institutional 


mortgagees throughout the country. 
The latter method was chosen by the 
Government in establishing the Home 
Owners’ Loan Corporation with a capi- 
tal of $200,000,000, and power to issue 
up to $2,000,000,000 of 4 per cent 18- 
year bonds with interest guaranteed by 
the United States Government. 

The early stages of its functioning 
were subject to misunderstanding on 
the part of the executives of financial 
institutions and the general public alike. 
Conspicuous among these misconcep- 
tions was the belief that the Corpora- 
tion stood ready to help any home owner 
who had become weary of carrying his 
original mortgage and wished to replace 
it with a loan from the Corporation, 
carrying a low interest rate. 
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Subsequent events have clarified the 
situation. The Corporation under the 
law is empowered to grant loans only 
in cases where the mortgagee consents 
to the exchange, and only where the 
mortgageor, as a result of unemploy- 
ment or other impersonal disaster, finds 
himself unable to continue payments on 
the home mortgage contract to which 
he had committed himself in a more 
prosperous period. Borrowers who de- 
liberately commit default on loans 
which they are actually able to carry 
are ineligible to assistance from the 
Corporation. In attempting to obtain 
it, they only lay themselves open to the 
risk of destroying their credit reputa- 
tion entirely. Moreover, in actual prac- 
tice, loans of the Corporation have been 
made, on the whole, upon conservative 
appraisals, well within the protective 
limitations provided by the law. 

The average loan by the Corporation 
to date has been for an amount slightly 
less than $3,000, upon the home of a 
typical, industrious, middle-class Amer- 
ican worker, wage earner or junior exec- 
utive. The accomplishment to date has 
been to enable honest but unfortunate 
home owners to retain possession of 
their properties by exchanging a short 
term debt which they cannot meet for a 
long term amortized loan which they 
can afford to pay and, in that exchange, 
to relieve mortgagees of unsatisfactory 
or actually delinquent paper, and to 
preserve home values in general against 
uncontrolled deflation. 

In the meantime, the Government 


has taken steps to extend its guarantee 
to the principal as well as the interest 
of the Corporation’s bonds. They are 
accordingly entitled to rank as direct 
Government obligations, with the ad- 
vantage of specific underlying collateral. 
It is not surprising that the bonds al- 
ready command a price close to par, and 
that there has been a complete reversal 
in the viewpoint of mortgagees toward 
acceptance of bonds. This favorable 
viewpoint is particularly noticeable 
among financial institutions which, by 
exchanging slow assets in the form of 
eligible mortgages for bonds of the 
Corporation, are placing themselves in 
a more liquid position. The Corporation 
expects within the next few months to 
take over, from banks alone, mortgages 
to the amount of over $550,000,000, 
constituting a quarter of the entire 
emergency task which the Government 
had in view in creating the Corporation. 

While the Home Owners’ Loan Cor- 
poration, as an emergency measure, has 
a more immediate bearing upon com- 
mercial banking than the two perma- 
nent Federal agencies engaged in home 
loan finance (the Federal Home Loan 
Bank System and the Federal savings 
and loan associations), it must never- 
theless be regarded simply as a tempo- 
rary operation. It is helping in the tran- 
sition period by absorbing a large 
volume of home mortgage paper which 
the commercial banks are no longer 
eager to carry. It serves in large measure 
to improve and stabilize the general 
home real estate situation by removing 


thousands of properties from the fore- 
closure market. Nevertheless, its ac- 
tivities are intended merely to prepare 
the ground for sounder home financing 
foundations through the Federal Home 
Loan Bank System and the operation 
of the Federal savings and loan asso- 
ciations. In both of those permanent 
structures the commercial banker 
has a direct and deep-seated interest, 
and, in both, private capital, rather 
than Federal credit, is the most essen- 
tial element. (CONTINUED ON PAGE 54) 


At the left is the parlor often seen in homes of the 1890's, with bric- 
a-brac, heavy curtains and a peacock screen. At the right, an in- 


terior of 1934 or thereabouts 
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Practical Service-Charging in 


IN THE midst of the many proposed methods of 
analysis and suggested forms, here is a method for 
country banks that has been successfully em- 
ployed for a period of time, requires no overtime or 
additional employees, is easy of operation and 
application, produces a satisfactory income and, 
above all, requires no analysis.—The Author. 


MAGINE a country bank with 
$100,000 in capital, total deposits 
of $700,000, of which $330,000 is in 

commercial accounts, and with per 
item service charges, float and exchange 
charges of $460 per month. There you 
have a picture of the First National 
Bank of Coos Bay, located at Marsh- 
field, Oregon. These are the average de- 
posits and income for the six months’ 
period beginning July 1, 1933. The in- 
come amounts to more than 5 per cent 
on the capital. 

So far this story is the same as that 
of several other banks. But the parallel 
ends here. In collecting these charges no 
one has worked a minute overtime and 
no additional help has been employed. 
The per item service charges have been 
averaged and run through accounts by 
the tenth of the following month. No 
analysis-of-account forms have been 
bought or used. No float forms have 
been used, except one that indicates 
length of “time out.” Merchants like 
the float charge and cooperate in its 
collection. The bank likes it because it 
brings in the money without a lot of 
extra time and work and because, above 
all, it brings in the money now. 

This plan can be accepted as is or 
adapted to the needs of any country 
bank. The per item service charge has 
been in effect for over two years and the 
float charge since April 15, 1933. Ex- 
change charges have been made for 
years, but they were put on the present 
schedule with the float charge. Total 
deposits have increased 20 per cent and 
the number of accounts has increased 
over 10 per cent since April 15. A num- 
ber of accounts, as well as substantial 
increased balances, can be definitely 
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traced to the installation of these serv- 
ice charges. 

Every account that is active has a 
statement made up each month. These 
are mailed out if the customer requests 
or, otherwise, they are called for, and if 
they are not picked up every three or 
four months a postal card is sent to the 
depositor. At first glance this may seem 
rather expensive, particularly on ac- 
counts that may have only a few checks, 
but the time saved in figuring average 
balances and the fact that all checks are 
accounted for every month makes up 
more than the difference. The stubs 
from the right hand side of the state- 
ment sheets are retained. These show 
the new balance column and the name 
of the depositor. When the statement is 
made up, the number of checks is writ- 
ten in at the bottom of this stub, as well 
as on the statement returned to the 
depositor. 

Between the first and tenth of the 
month, tellers, bookkeepers and officers 
go through these stubs. Out of 1,100 ac- 
counts, 800 of which are active, two- 
thirds of these stubs are immediately 
discarded, because one can tell at a 
glance that these accounts have either 
such a large average or so few checks 
that they are not subject to the charge. 
A large number of the remaining third 
of the stubs show just as quickly that 
there is less than the $50 required av- 
erage in those accounts and that they 
are therefore subject to the minimum 
charge. About 125 accounts are aver- 
aged with an adding machine, the 
balance being listed for 30 days (point 
off one place and divide by three). Ac- 
counts are averaged to the nearest $10 
($74 is figured at $70, $76 as $80, and so 


on). When this is completed, the stubs 
and charge tickets are the only forms 
necessary; the tickets are filled out and 
the stubs are filed for six months. 

The measured service charge applies 
to all accounts, with a 50-cent charge on 
accounts averaging under $50, for 
which ten checks are allowed. Accounts 
over $50 are allowed one check for each 
$10 balance. The charge is 3 cents per 
check. For example: 


Monthly average 
Checks drawn 


Monthly average 
Checks drawn 


The measured service charge does not 
take float into consideration, each service 
being considered onits respective merits. 

An exchange charge for cashing 
checks is made on all out-of-town 
checks, including Government checks, 
bank drafts, etc., as follows: 

$25.00 and under. . 10 cents 
$25.01 to $50.00. ..15 cents 


$50.01 to $100... .25 cents 
Over $100 25 cents per $100 


An adding machine and a pencil 


WOO 


| 
1,100 
Service Charge............ $9.81 
Service Charge............ $10.26 
200.0 : 
4000 
6000 
BOO” 
2000 
4000 
375.6 
37 5.4 
365.4 
354.7 
368.8 : 
3408 
3408 
337.50 
3375 
365.7 
357.2 
3491 
GM 128 69.33# 


Small Banks 


A customer who cashes out-of-town 
checks over the counter pays this charge 
just the same as the non-customer. He 
is advised, however, that by running 
these checks through his account, he 
could get by with only the float charge. 
Many customers prefer to cash the 
checks, as they have already collected 
the cashing charge from their own 
customers. 

The float charge was installed to 
make the check cashing charge effective, 
otherwise non-customers would dodge 
the exchange charge by cashing checks 
with merchants who would then deposit 
them gratis. It is on the following basis: 

All checks under $100 pay 3 cents. 
All checks over $100 pay at 8 per cent 

for the length of time out (8 per 

cent is the going rate for loans in 

this district). 
The time is based on the availability 
schedule of the Portland branch of the 
Federal Reserve bank, plus the two 
days necessary for items to reach the 
Portland bank and advice to be sent 
back. All customers pay the float charge 
unless they have set aside a dormant 
balance or allotted a part of the ledger 
balance which they agree not to use and 
on which the bank allows $1 per month 
in float charges for each $300 thus set 
aside. In other words, 4 per cent is pay- 
able in service but not in cash, 4 per cent 
being a fair average income on deposited 
funds. 

In the eight months this charge has 
been in operation two customers have 
set aside such a dormant balance, in ad- 
dition to one customer already on this 
basis. These float charges are collected 
at the window when deposits are made, 
either in cash or by deducting from the 
deposit ticket. No books are kept, ex- 
cept a tab at the teller’s window on 
which the amount of these charges col- 
lected is recorded each day. The tab is 
totaled and sent to the general books 
each night. 

Merchants are furnished a copy of the 
availability schedule. They collect the 
cash from their customers and pay it 
when their accounts are taken to the 
bank. No forms or records are kept ex- 
cept the above mentioned daily tab and 


By T. P. CRAMER, JR. 


The author is secretary of the 
Oregon Bankers Association 


First National Bank of Coos Bay 


MARSHFIELD, OREGON 


Debit 


“* ‘We have debited your account for measured service charge as per schedule on back hereof 


Average balance $................| Flat charge for average balance 


Total charge 


Debit slip sent to depositors by one of the banks that has used 
the service-charging system described by Mr. Cramer 


the availability schedule itself. This 
schedule is figured out with fractions of 
a day, all points except San Francisco, 
Portland and local county points being 
divisible by nine. These points are ob- 
viously four and two days away, but if 
anyone figures out the time taken for 
cash letter returns, he will end up in a 
fraction. On any two-day point, for 
instance, the letters for Monday to 
Thursday inclusive take two days. The 
letters for Friday and Saturday take 
three days, making fourteen days to 
collect six letters or two and one-third 
days average. Holidays and delays in 
the mail will make this fraction larger. 
The reason for the use of multiples of 
nine is that nine days’ interest on $1,000 
at 8 per cent is $2. All fractions thus end 
in even figures per $100, and the avail- 
ability schedule was adjusted up or 
down to make easy figuring. Alabama, 
ten days from Oregon country points, 
was made 9.9 days. Michigan is eight 
days and was made 8.1 days, and so 
on. 
This method of handling float and 
exchange charges is being embodied in 
the codes of nearly all Oregon country 
banks. Some of the larger of the banks 
outside of Portland plan on an analysis 
of accounts over a definite minimum, 
the lowest being $1,000. The above 
plan, however, eliminates the necessity 
of keeping any analysis records and is 
liked for that reason. Likewise it gives 


the same opportunity to all accounts. 

What is the customer reaction? The 
merchants cooperate with the bank. To 
the non-customer the bank explains 
that instead of 25 cents for cashing a 
$75 check, the charge would be 3 cents 
if he were a customer, and the bank 
cannot help it if an account is not car- 
ried. Some typical customer comments 
and bank replies are as follows: 


CUSTOMER: Just keep track of those charges 
and charge my account at the end of the month. 

BANK: We are sorry, but these charges are 
low and are based upon the assumption that we 
are to collect them at the time the deposit is 
made and that it will not be necessary for us to 
keep books in connection with them. If we 
should be forced to keep records of all these 
small amounts, it would entail a great deal of 
work and added expense, and our charges 
would have to be revised upward to take care 
of the cost of this extra work. 


CUSTOMER: I do not care whether I have 
immediate credit or not, just send the check 
in and credit my account when you get the 
funds. 

BANK: (We explain the routine by which 
regular cash items are handled through the 
bank and Federal Reserve bank.) It takes 
much more work to send an item for collection 
than to include it in a cash letter. Our minimum 
fee for collections is 15 cents or 25 as the case 
may be, and there will be a charge at the other 
end because that bank is required to make a 
separate remittance for the item, and usually 
the collection charge will exceed the float 
charge. You are better off to take immediate 
credit. On large items there may be a saving, 
in which case it is of course all right, and we 
are glad to send the check for collection. 
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One Year after the 


By ARTHUR VAN VLISSINGEN, JR. 


don’t like medicine. But I’ve taken a good deal of medicine because 

it was good for me. It’s the same way with this temporary deposit 
insurance. I didn’t want to take it, but I figured I had to. And now 
it seems to be doing me some good.” 

His is the attitude of a great many bankers who in no wise waive 
their fundamental objections to the plan. But most of them see it 
accomplishing some worthwhile results which their own best efforts had 
failed to bring about. And they incline to suspect that still better re- 
sults are ahead in the immediate future, even though they are not 
prepared to say that the cost will surely be reasonable. It should be 
made plain at the start that this attitude does not extend to permanent 
insurance. To learn what effects have been felt from the first plunge 
into temporary insurance, three kinds of banks were selected for inter- 
views—the downtown banks of two large cities, one with branch bank- 
ing and one strictly confined to unit banking; the neighborhood banks 
of a large city where branch banking is forbidden; and country banks in 


‘| DON’T like deposit insurance,” said the country banker, “and I 


a territory which had less than its share of trouble. 


City Banks’ Experience 


§ pew big city banks can be lumped 
together for discussion. Unanimously 
the officers interviewed declared that 
deposit insurance has so far had no more 
effect upon their institutions than if it 
were not in effect. Without exception 
they objected to deposit insurance, 
particularly some of the provisions of 
the permanent insurance plan. Despite 
their sincere belief that the temporary 
insurance was not affecting their banks, 
some significant facts emerged. 

Their customers like it and are show- 
ing that they do by making deposits. 
Three of five big downtown banks in 
one city admit a substantial increase in 
savings deposits just after the turn of 
the year, when withdrawals usually 
occur after interest is credited. One 
banker called the head of his savings 
department and elicited some surprising 
facts. This bank tabulates reasons for 
opening new savings accounts, and the 
management had assumed that because 
deposit insurance was not appearing as 
the reason for many new accounts it was 
unimportant. Yes, admitted the savings 
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with Deposit Insurance 


man, people were not giving this as the 
reason. But in talking with a couple of 
his most intelligent tellers he had found 
them rather sure that much of the new 
business was due to deposit insurance, 
despite the bank’s great size and reputa- 
tion for solidity. In talking with new 
customers, these tellers had been throw- 
ing in a few innocent questions about 
the effect of deposit insurance. Almost 
invariably a customer would deny that 
this was the reason for opening his 
account. Usually he would say he came 
because of the bank’s good reputation, 
or because of its convenient location, or 
some other conventional reason. But— 
and the customer either looked sheepish 
or blushed—it was nice to know about 
the insurance. From which the tellers, 
the savings manager and now the officer 
all deduced that, while deposit insur- 
ance is not mentioned, the customer is 
acutely conscious of it. 

The two big banks in this city that 
cannot trace an increase in savings to 
the insurance are two banks which have 
held public confidence to an unusual 


degree. Their savings have been increas- 
ing every month, and the January rate 
was no greater than that for December 
or November. The same is true of the two 
big banks in the other city investigated. 
A senior vice-president of the largest 
bank in this second city flatly denied his 
bank had received any new accounts 
because of insurance. It was quite amus- 
ing, therefore, in visiting country banks 
within 40 miles of his front door to 
learn of five new accounts totalling 
about $10,000 which had, to the posi- 
tive knowledge of the country bankers, 
been placed in his institution because of 
insurance. These accounts were all 
money which had come either out of 
hoarding or out of the postoffice; in each 
instance $2,500 had been deposited with 
the local bank and the surplus had been 
taken to the city bank to get under the 
bank guaranty umbrella. 

One banker interviewed in this second 
city is in charge of the new business and 
advertising activities of his bank. He 
sees deposit insurance bringing an 
entirely new set of public relations 
problems, with the necessity for new 
methods and policies to solve them. 
“No longer,” he points out, “is safety 
an effective sales argument for us. We 
have been previously giving lip service 
to courtesy, comprehensive service, 
accuracy—but in the final analysis what 
we had to sell was the fact that we are 
old, large, solid, safe. We have had to 
revamp our entire new-business and 
advertising set-up to take advantage of 
the new arguments we must use. Al- 
ready, to our surprise, this changed 
appeal is bringing us business more 
easily than did the old safety argument.” 


At 11 o’clock on the night 
of March 5, 1933, President 
Roosevelt issued the procla- 
mation that closed the na- 
tion’s banking institutions 
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Proclamation of March 5 


Suburban Banks’ Experience with Deposit Insurance 


A& for the suburban banks of one great 
city in the area visited, they are 
only a fraction of their previous num- 
ber, for runs and seepages and other 
panic ills have closed all the weak 
among them, and many of the strong. 
Those that remain have deposits aver- 
aging perhaps 30 per cent of their 1929 
highs. Thus we find them at the oppo- 
site pole from the downtown banks of 
the cities we have already examined. 
For, while the downtown banks in these 
cities were never suspect, the suburban 
banks have been, as a class, considered 
questionable ever since 1931. 

A lot of time might have been saved, 
with no important effect on eventual 
findings, if the first interview had been 
allowed to suffice. “This insurance is a 
great idea,” said the executive head of a 
bank which had shrunk from its $12,- 
000,000 peak to about $2,000,000 last 
March and grown to $2,700,000 de- 


posits by the last day of 1933. “I know 
it’s wrong in theory, and all that. But 
we have been up against a condition, 
and theories don’t look so important. 
The first two weeks of January gave us 
an increase of 5 per cent in deposits, and 
they have kept right on piling up. By 
February 1 we'll hit $3,000,000—and I 
look for the increase to continue all 
through this year. Most of it is savings, 
but there are commercial accounts, too. 
Substantial firms are putting in ac- 
counts of $2,500 or $3,000, many of 
them companies we never knew, be- 
cause before the trouble they did busi- 
ness with a bank in their neighborhood 
which has since closed. They still keep 
their main accounts downtown, but 
we're getting some.” 

About 20 suburban banks were 
sampled in this city. All told just about 
the same story. Deposits up from 4 
per cent to 7 per cent in less than a 


month. Most of it in savings, but a 
desirable class of commercial accounts 
showing up among the rest. Depositors 
who drew out $5,000 last spring have 
been bringing all or half of it back. More 
conservative citizens, usually foreign, 
are putting back $10 experimentally to 
see whether that remains safe—with 
unspoken promises of larger sums to 
follow. But just as in the downtown 
banks of the two cities already exam- 
ined, the customers deny any connec- 
tion between their activities and the 
temporary deposit insurance fund. Ap- 
parently the average customer con- 
siders it poor taste to admit he likes the 
insurance. 

Suburban bankers as a class are still 
bewildered about what to do to take 
advantage of the changed conditions. 
The most usual attitude of these bank- 
ers is expressed about like this: 

“Now we have Government insur- 
ance to prove to people that we are just 
as safe as any bank, and a lot safer than 
hoarded cash. Maybe this deposit 
insurance will be withdrawn—undoubt- 
edly it should be from the standpoint of 
sound banking—but while it’s here, our 
job is to build our banks to something 
approaching their normal size. Of 
course we should not talk too much 
about insurance, because if the per- 
manent plan is withdrawn after undue 
emphasis by the banks’ advertising and 
sales talks, we may very well have 
another rush of people to get their 
money out again. It’s a problem for 
tactful handling, to get the maximum 
benefit out of this insurance and still 
take no chances of a subsequent flare- 
back if the insurance provisions of the 
law are repealed. Meanwhile it certainly 
is a help, for it makes people believe 
what we have always been justified in 
telling them—that this is a safe bank 
for their money.” 


(THE SUMMARY OF COUNTRY BANK IN- 
TERVIEWS APPEARS ON PAGE 74) * 


23 


Y DE, a PSS 
151933 SF 
fy 
|| i | ie 


Mr. Wasson 


T IS a distressing thing to destroy a 
paradise—and in Arkansas a para- 
dise has been destroyed. Paradoxi- 

cally enough, there has been among our 
people no lamentation at its passing, 
for they realize that there has been ac- 
complished the eradication, to a marked 
degree, of one of the greatest evils with 
which a state was ever confronted. 

For years the state of Arkansas has 
been a paradise for bank robbers. It is 
not my purpose here to explain why this 
was so. The contributing causes derive 
from the facts of the topography of the 
state, its nearness to the “bad lands” of 
Oklahoma and Missouri, the continuing 
prevalence of what might be called the 
Jesse James tradition, the high probabil- 
ity of the success of the attacks and the 
connivance of authorities at a pardon 
and parole system so “humane” as to 
suggest a distinct looseness. The facts 
are that Arkansas banks have been the 
targets for bandits to an increasing ex- 
tent in the past few years, with the re- 
sult that hundreds of thousands of dol- 
lars have been lost and dozens of lives 
sacrificed to the marauders. 

Since 1927 the number of attacks on 
banks and the value of the robbers’ loot 
have increased by leaps and bounds. In 
spite of the increasing menace which 
threatened to engulf the entire state, no 
concerted action was taken. Some 
bankers reasoned that the problem was 
of no immediate interest to them so long 
as they could obtain adequate insurance 
protection. Others felt that any at- 
tempt to impede the activities of the 
robbers might endanger the lives of their 
employees, and, consequently, little at- 
tempt was made to secrete their cash or 
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Take the Profit Motive 
Out of Banditry 


By MARION WASSON 


Commissioner of Banking of the State of Arkansas 


securities. They felt that, if they were 
attacked, the greater the speed with 
which the robbers secured the money, 
the less the danger to the bank’s per- 
sonnel. Bank robbery became so easy 
that there seemed to be no necessity for 
the well timed, carefully planned cam- 
paign of experienced bandits operating 
with almost mechanical precision. Even 
the rankest amateurs met with a high 
degree of success. Bank robbery in 
Arkansas was no longer necessarily a 
professional job. 

Toward the end of 1932 the situation 
rapidly became intolerable. From May 
5 to the end of that year there were, ac- 
cording to available statistics, 24 at- 
tacks on our banks, of which 21 were 
successful. The yield from these 21 
bank robberies was in excess of $75,000. 

The beginning of the year 1933 saw 
increased activity among the bandits, 
and a constantly increasing number of 
banks were victimized. There was some 
respite during the banking holiday, but 
at the end of the holiday the robbers be- 
gan their operations with renewed vigor. 
Meanwhile, our state legislature had 
passed an act known as Act No. 88 and 
entitled “An Act to authorize the bank 
commissioner to make rules for the man- 
agement, control and operation of all 


banks, trust companies and_ building 
and loan associations and for other pur- 
poses.”’ Section 4 of this act provided, 
among other things, the empowering of 
the commissioner to make and enforce 
rules and regulations and restrictions 
under which banks might be permitted 
to begin, continue or to cease to carry on 
a banking business. The act was passed 
in anticipation of the national banking 
crisis, but the powers conferred upon 
the commissioner were conceived and 
enacted along such broad lines as to 
permit remedial action at the direction 
of the commissioner, calculated to over- 
come some of the extraordinary hazards 
with which the banks of our state were 
confronted. 

On April 24, 1933, I circularized the 
state banks in Arkansas, offering the 
suggestion that the most efficacious way 
to stop these bank robberies seemed to 
me to lie in taking the profit out of them. 
To that end I sought the cooperation of 
the bankers in reducing their exposed 
cash to a minimum. At the same time I 
requested the view of the bankers, and I 
solicited their constructive suggestions. 

The response to my communication 
indicated that a large number of our 
bankers were in full sympathy with the 
movement, and they pledged their 


Perhaps of equal import to the resulting improved robbery 
experience is the changing attitude of bankers themselves. 
They realize the fallacy of passing the burden on to their in- 
surance carriers, for they recognize that they themselves 
ultimately pay for adverse experience. As a consequence they 
have individually and collectively gone to great lengths to 
remove the robbery hazard. They have purchased and in- 
stalled improved equipment, time-locked money chests for 
the cages, bandit resisting enclosures, and the like. They are 
literally up in arms.— The Author 
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full support to my plan. At this time 
no definite effort was made to determine 
the amount of cash which a certain 
bank should have on the premises or 
should have exposed in the tellers’ 
cages. That was left to the discretion 
of the bankers. My letter was in the 
nature of a sounding shot, and the re- 
sponse which it met indicated that we 
were on the right track. 

Meanwhile no deterrent effect was 
noticed on the number of attacks on our 
banks or on the value of the loot ob- 
tained. So rapidly, in fact, did the num- 
ber of robberies increase, so increasingly 
acute did the situation become, that the 
summer of 1933 found many of the lead- 
ing insurance companies refusing to 
write bank robbery insurance in the 
state of Arkansas. Others permitted con- 
tracts to run to expiration but refused to 
renew. Rates for insurance protection 
were so substantially increased that 
they were burdensome, and many banks 
found themselves unable to secure insur- 
ance protection at any price. In the first 
seven months of 1933, 26 banks were 
robbed. Statistics on 17 of these rob- 
beries indicate a total yield of approxi- 
mately $95,000. The average loss result- 
ing from each robbery was $5,500, while 
in one case the loss was approximately 
$25,000. 

It was evident that drastic action had 
to be taken. It was apparent from the 
records of these losses that the banks 
had forgotten their primary réle as safe 
depositories for their customers’ money 
and in many cases were operating as a 
kind of financial service stations. There 
was immediate need for definite and 
constructive regulation, and the respon- 
sibility for such regulation properly fell 
on this department. Accordingly, and 
after a series of conferences or “clinics” 
attended by leading bankers and insur- 
ance men in this territory, this depart- 
ment drafted and issued on August 19, 
1933, the following orders to every state 
bank in Arkansas: 


Effective immediately you will please observe 
the following orders of this department: 


(1) You are not to have on your premises at 
any time cash, including coin and currency, 
aggregating more than 1 per centum (1%) 
of your total deposits of all classifications as 
reflected by the latest statement furnished 
by you to this department. 

Funds unexpectedly received and in excess 
of this maximum cash on hand allowance 
will be dispatched by you to your reserve 
depository as promptly as possible. 
Exposed cash, meaning cash on counters, 
in cages, etc., and not under time lock, 
shall at no time exceed 20 per centum 
(20%) of the total allowable cash you are 
permitted to have on hand. 


(4) At such time and for the entire duration of 
such intervals as your time lock is off all 
entrance doors to your premises must: 

(a) Be closed and securely fastened, or, 

(b) Guarded by at least two employees, 
or guards, equipped with loaded fire- 
arms and stationed at each such un- 
locked entrance door. 


At the same time a copy of these or- 
ders was submitted to each of the na- 
tional banks in our state, together with 
a cover letter pointing out the crisis 
with which we were confronted and in- 
viting their cooperation. 

The merit of and the necessity for 
these orders is apparent. In the first 
place, the actual cash which a bank was 
permitted to have on the premises was 
reduced to a minimum. That minimum 
was not discretionary but was fixed at 1 
per cent of the total deposits of all classi- 
fications, as reflected by the bank’s lat- 
est statement filed with the department. 
In some quarters a wave of protest re- 
sulted from this severe restriction of 
cash on the premises. Some bankers 
complained of the “dictatorial réle” I 
had assumed and stated that, if they 
were so restricted, they would have to 
close their doors. On the part of the 
majority of bankers, however, the or- 
ders were cordially received and the 
lasting benefit of compliance with them 
was immediately recognized. In order 
that there might be a proper under- 
standing I called the complaining bank- 
ers into conference with me and put to 
each of them the question, “‘How much 
cash would you carry in your banks if 
you had no insurance and were unable 
to obtain any insurance?” Practically 


all of the answers reflected a figure even 
less than the figure allowed by my order. 
The reasonableness of these orders was 
recognized. From such recognition has 
resulted the most whole-hearted coopera- 
tion I have ever experienced. 

The orders provided that funds un- 
expectedly received and in excess of the 
maximum cash allowance be dispatched 
to the bank’s reserve depository as 
promptly as possible. Obviously, while 
it was impossible to fix a definite time 
limit for this transfer of funds, the suc- 
cess of this particular order depended 
upon the cooperation of each individual 
bank. It has been the observation of this 
department that the banks have most 
meticulously complied with this order. 

In anticipation of the inconvenience 
which might be caused to their customers 
all of the banks were requested to dis- 
play these orders prominently in their 
banking houses and to call them to the 
attention of each of their customers. 
Here a unique situation was created. No 
longer did the inability of a bank to 
honor a properly drawn and presented 
check evidence the bank’s insolvency. 
Conversely, it indicated to a measure 
the promise of the institution’s contin- 
ued stability resulting from its cautious 
management. 

The result of these orders has been to 
take the profit out of bank robbery in 
Arkansas. In the six months that have 
elapsed since the orders became effec- 
tive there have been but six attacks on 
banks in our state. Losses due to bank 
robberies during this period have 
amounted to less than $4,000. 


The United States has moved a long way from the Jesse James tradi- 
tion. Perhaps the particular step described in this article will put 
it completely in the past so far as banking is concerned 
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Banking’s Report 


@ Instead of the traditional summary, 
dwelling chiefly on work, achievements, 
hope and the customary assurances, Bank- 
ing’s Report to Stockholders today must 
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TRANSPORTATION 


to Stockholders 


stress great economic changes and the 
prime importance of individual, non- 
political initiative in finance and of unity 
of purpose on the part of financial leaders 
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RICE STANDARD—Today’s numerous progeny (now flourishing 

at the Capital) of last year’s Technocrats are brothers under the 

skin to the Chinese ’rickshaw coolies who rioted last month at the 
encroachment of the automobile 
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The Credit 


Power of 


Bankers’ Acceptances 


By ROBERT H. BEAN 


Mr. Bean is executive manager of the 
American Acceptance Council, New York 


HATEVER may be said or 

\\) written to the contrary, there 

should be no concern anywhere 
about the amount of bank credit avail- 
able for use as the wheels of industry 
once more begin to turn. The applica- 
tion of credit to its proper function will 
be more of a problem than the volume 
required. 

Broadly speaking, there are three 
normal channels open to any business 
requiring credit. First, the “bank line’’, 
based on the borrower’s financial state- 
ment. This involves the discount of 
business notes, resulting in immediate 
funds for current or seasonal needs. 
Second, commercial paper, a time hon- 
ored practice by which business is pro- 
vided with capital through the open 
market sale of its notes by established 
commercial paper dealers. Third, bank- 
er’s acceptance credits, through which 
method, bank credit rather than cash 
is extended to finance the shipment of 
merchandise or commodities within the 
United States or to foreign countries 
and to finance the temporary storage 
of seasonal goods and products pending 
consumers’ demand. 

The successful operation of the first 
of these credit methods may be said to 
depend on the bank’s confidence in the 
statement of its customer-borrower. 
The second requires the faith of the 
commercial paper market in the present 
and continued good business manage- 
ment of the borrower. And successful 
operation of the third hinges on the 
rating of the bank as an acceptor and 
the confidence of the investor that the 
banker’s bill is, by reputation and ex- 
perience, a safe, secured and self-liqui- 
dating instrument of credit. 

No business man today needs to be 
informed on the procedure through 
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which ordinary bank loans are arranged. 
Commercial paper as a medium of 
credit for major industries is as old as 
business itself and has always performed 
an important service in the field of 
credit granting, but the nature, effi- 
ciency and constant value of banker’s 
acceptance credits have never been 
generally understood. 

Comparatively few people in America 
have even the slightest knowledge of a 
banker’s acceptance—what it is or how 
it is used, or its potential service as an 
instrument of credit or as a form of 
investment. 

This is not surprising, so far as it 
relates to the average citizen whose 
principal contact with banking and 
bank credit is through a checking ac- 
count or an occasional personal loan on 
collateral. As to the merchant, the 
manufacturer or the raw material pro- 
ducer, this lack of understanding or 
even knowledge of the existence of this 
form of credit is not readily explained. 

Many do not know the essential dif- 
ference between a banker’s acceptance 
and a trade acceptance, to say nothing 
of knowing how a credit is set up and 
handled correctly from the creation of 
the bills to their payment at maturity. 

Bankers’ dollar acceptances have now 
been in use for 20 years, they have 
financed somewhat over 90 billion dol- 
lars of American commerce and indus- 
try, they have been effective in carry- 
ing the dollar to every port in the world, 
and in all this 20 years no record is 
known of any investor in bankers’ ac- 
ceptances ever losing a dollar of his 
principal. They are the primary obliga- 
tion of a strong bank, they are secured 
from creation to maturity, they are 
self-liquidating and cost the borrower 
less than any other form of credit. 
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Mr. Bean 


With such a record, it is never clear 
to those who are informed why the 
banker’s acceptance credit is not used 
to a far greater extent than it is. In the 
poorest year of the past two decades 
the value of cotton alone, consumed in 
this country or shipped to foreign mar- 
kets, has been more than the total 
volume of domestic acceptances, and 
yet this is only one of a large number of 
staple commodities or finished products 
which may be so financed from pro- 
ducer to consumer. 

The truth of the matter is that the 
banker’s acceptance credit is an unde- 
veloped and neglected credit service of 
great potential power. 

Most, if not all, of the marketable 
cotton, wool, wheat, corn, tobacco, 
dried and canned fruits or vegetables, 
crude oil and a long list of other staple 
commodities could be financed with 
acceptance credits, as could iron, steel, 
lumber, coal and such imports as raw 
silk, rubber and coffee. 

Some or all would use domestic ship- 
ment credits, some warehouse credits 
and others export and import credits, 
but all could be financed over a period 
of from 30 days to six months on credit 
alone without the use of one dollar of 
bank funds. 

Furthermore, this type of financing 
would result in the creation of a large 
volume of acceptances which would give 
the investor, whether an individual, a 
savings bank, an insurance company, 4 
corporation or a bank, absolute safety 
and liquidity. 

Much has been said critically in some 
quarters in recent months concerning 
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the bankers’ attitude with respect to 
extending credit to business. Every 
survey that has been made by compe- 
tent, unbiased bankers has revealed the 
unjust character of such charges, be- 
cause as a rule the type of loan re- 
quested, and properly refused, has been 
shown to be of a nature that no banker 
could consider and still be true to his 
position as a trustee of depositors’ funds. 

However, regardless of the justifica- 
tion for such criticism, the credit which 
the banker is scolded for not consider- 
ing is generally that of the small busi- 
ness man or of some commercially spec- 
ulative business venture. It does not 
qualify as proper for an acceptance 
credit or for commercial paper. 

These two forms are designed for 
capital needs and for the major financ- 
ing of principal industry and com- 
merce, and they do have a very definite 
place in the present, all-important 
program leading to business recovery. 

The changes which are taking place 
in the policy and practices of the banks 
as a result of the Banking Act of 1933 
and of the Securities Act will give the 
commercial banks greater incentive to 
render a broad service of credit accom- 
modation to their commercial customers. 

In very large measure this expansion 
of commercial credit should take the 


form of acceptances. There is at pres- 
ent about $750,000,000 of such credit in 
operation, but this total, substantial 
as it is, represents the acceptance 


service of only 118 banks, and of this 
number only a very few anywhere 
nearly approach the 100 per cent of 
capital and surplus limitation. The 
banks in New York City, alone, could 
increase their volume of acceptances 
over the present total to $1,000,000,000 
and still be well inside their limit. 

From 150 to 200 other strong banks 
that lend only cash, thus making no use 
whatever of their acceptance privilege, 
should be financing the commodity and 
industrial requirements of their respec- 
tive localities with bankers’ accept- 
ances. There is no sound reason why the 
total of banker’s acceptance credits in 
this country of great production capac- 
ity should not amount to as much as 
$2,500,000,000 instead of $750,000,000 
as at present. 

In every industrial or commodity 
producing center in the United States 
there is a seasonal or constant demand 
for commercial credit, yet most of this 
demand is satisfied with cash out of 
bank reserves rather than, as it should 
be, with the employment of bank credit 
as was intended under the liberal 
provisions of the Federal Reserve Act, 
which authorized the use of this system. 

To spread the vast credit burden, 
representing the normal demand of 
commerce and industry, over the entire 
country among all important banks is a 
vastly more intelligent operation than 
to place the load on the banks of New 
York City, which now do 80 per cent of 


all the acceptance business, and Boston, 
Chicago and San Francisco, which have 
another 15 per cent, leaving only 5 per 
cent for all other important centers, 
such as Philadelphia, Cleveland, De- 
troit, St. Louis, Atlanta, New Orleans, 
Dallas, Kansas City and Los Angeles. 

In every one of these cities there are 
strong, well managed commercial banks 
that could, through acceptances, finance 
the very large volume of business lo- 
cated in or adjacent to their territory. 

Two reasons are commonly given for 
the failure of banks so located to make 
use of their banker’s acceptance privi- 
lege. The first is that when they are 
plentifully supplied with funds it is 
more profitable to advance cash through 
over-the-counter loans at 4, 5 or 6 per 
cent than it is to set up an acceptance 
credit on which the bank’s profit would 
not exceed 2 per cent. 

It is a fair proposition that a bank’s 
borrowing customer should always be 
given the benefit of the lowest possible 
cost, and if he is entitled, by reason of 
the character of his business, to the 
economical facilities of an acceptance 
credit he should be so favored, even if 
the bank does not make as large a 
direct profit. Ultimately the bank so 
assisting its customers to save money 
will be the gainer. 

The second reason often advanced 
for the non-use of the acceptance privi- 
lege is this—that, if bills were accepted 
and sold, the (CONTINUED ON PAGE 56) 


Reproduction of the first dollar acceptance that was accepted by a national 
bank under the provisions of the Federal Reserve Act. This particular trans- 
action involved an importation of wax from Ceara, Brazil 
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ANY! 


HERE seems to be a considerable 

difference of opinion between the 

authorities of the Reconstruction 
Finance Corporation and the bankers 
of the country as to who will refinance 
the $540,000,000 of railway securities 
maturing in 1934, There are further dif- 
ferences of opinion between these lend- 
ing authorities and the management of 
the railways concerned. Nor has the 
report of Joseph B. Eastman, Federal 
Coordinator of Transportation, on the 
general railway and transportation sit- 
uation resolved any of these differences. 
Mr. Eastman’s conclusion that ultimate 
Government ownership of the railways 
and perhaps other means of transporta- 
tion is the only solution of the railway 
problem settles no questions of imme- 
diate financing. His recommendation 
that Government financing of the roads 
be continued and amplified is more to 
the point, but unfortunately his sugges- 
tion is not altogether welcome to the 
authorities most concerned. 

Banking interests, particularly the 
large institutions which have taken the 
lead in railway financing in the past, 
have indicated rather clearly that their 
part in taking up this year’s maturities 
will be small and carefully selected. The 
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$940,000,000 


By GEORGE E. ANDERSON 
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R.F.C. has indicated that it may aid 
to the extent of perhaps one-fourth of 
the maturities. Between these two esti- 
mates of what can be done there is a 
large and alarming hiatus. The alterna- 
tive of some satisfactory arrangement is 
receiverships. Receivership mortality 
among the railways has been rather 
serious of late. The prospect of its be- 
coming more serious through failure to 
refund maturities is rather too good to 
be comfortable. 

The most significant feature of the 
discussion is that although this year’s 
maturities include those of some of the 
largest and strongest railways of the 
country, such as the New York Central 
and the Illinois Central, there seems to 
be little prospect that the investing pub- 
lic will have any part in the undertak- 
ing, save perhaps some of the insurance 
companies and other large investors who 
may be compelled to have a part for the 
protection of their present investments. 

The position of the bankers and in- 
vestors, generally, can readily be un- 
derstood. Earnings of the railways have 
increased but, in a majority of cases, 
not to an extent which will cover their 
interest obligations. Railway authori- 
ties estimate that Class I roads earned 


$465,000,000 net during 1933 as com- 
pared with $326,298,000 net during 
1932. The increase is encouraging since 
it represents increased traffic revenue, 
in part, and is due also to a reduction 
in operating expenses. However, even 
these increased earnings return only 
1.77 per cent on the property invest- 
ment. From 50 per cent to 60 per cent 
of the capital structure of these roads 
consists of bonds or other indebtedness 
on which they pay interest in excess of 
4 per cent—the average for all roads in 
the United States is 4.65 per cent. If 
such is the position of the Class I rail- 
ways, that of roads in other classes can 
certainly average no better. 

The average net income of all rail- 
ways for the years 1919-1932, according 
to the Interstate Commerce Commis- 
sion, was roughly $843,000,000. The an- 
nual interest charges on the basis of 
their outstanding debt at the end of 
1932 was $550,000,000, and their out- 
standing debt has been increased since 
that time. Accordingly, even the aver- 
age earnings of the roads for the past 15 
years are not now sufficient to pay their 
way. The depression has accentuated 
these conditions and, with around 60 
per cent of their capitalization in the 
form of debts on which they must meet 
fixed charges, there has been no way in 
which many of the roads could avoid 
the accumulation of further debt. In- 
evitably the closing of capital markets 
to them has brought about a crisis in 
which the prospects of even the best of 
them as borrowers have been beclouded 
by the long term capital situation. Be- 
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Rail Maturities 


The Question Is Whether 
The Banks or the R.F.C. 


Will Take the Lead in 


Rearranging the Capital 


Structure of the Roads 


tween the operations of the Securities 
Act, monetary uncertainty and their 
own doubtful position, only Government 
aid has prevented the financial collapse 
of some of the strongest railway systems 
of the country. 

Nor is the position of the R.F.C. any 
more difficult to understand. About 
$60,000,000 of the $540,000,000 maturi- 
ties of the year are held by the corpora- 
tion itself. While its funds for the pur- 
chase of preferred stock and capital 
notes in banks are unlimited by special 
provision of the law, the amount of 
money it has for other advances is be- 
coming limited, and repayment of out- 
standing loans is now important. Up to 
the end of December the Corporation 
had advanced to railways a total of 
$394,094,258, of which $57,014,636 had 
been repaid, leaving $337,079,622 out- 
standing. This rate of repayment seems 
promising, but there is a fly in the oint- 
ment. It is the first-class loans which 
have been repaid; it is the more doubt- 
ful loans which remain on the Corpora- 
tion’s books. Some 76 per cent of the 
repayments have been made by five 
roads which have discharged the whole 
of their indebtedness—the Pennsy]l- 
vania in the amount of $28,900,000; the 
Cincinnati Union Terminal, $8,300,000; 
the Great Northern, $6,000,000; the 
Gulf, Mobile and Northern $520,000, 
and the Central of New Jersey, $500,- 
000. Against its advances of $394,094,- 
258 the Corporation held collateral of an 
estimated value of $533,995,965, but 
in the case of 14 roads the collateral 
pledged had so shrunk in the present 


market that it was $30,000,000 under 
the face value of the loans. At the end 
of December R.F.C. officials estimated 
that the Corporation held $51,780,000 
of railroad loans classified as definitely 
in default. Most of these loans had been 
advanced to roads which subsequently 
went into receiverships, including $23,- 
134,000 to the Missouri Pacific; $5,190,- 
000 to the St. Louis and San Francisco; 
$5,760,000 to.the Chicago and Eastern 
Illinois; $2,894,000 to the Central of 
Georgia, and $13,632,000 to the Chi- 
cago, Rock Island and Pacific. Reasons 
why the Corporation is disposed to limit 
its aid to the railways in the future and 
to confine its loans to carefully selected 
cases are plain enough. 

It is also evident why the Interstate 
Commerce Commission, supported by 
President Roosevelt, recommends the 
establishment of sinking funds by the 
railways where practicable before they 
are allowed to continue their borrowing. 
The great mass of the indebtedness of 
the roads in no sense or degree repre- 
sents the results of depression but rather 
a method of capital financing whose 
faults come to the surface in times of 
depression. If railways, on an average, 
can borrow money at 4.65 per cent, 


some of them for much less than that 
rate, and in good times can earn from 6 
per cent to 8 per cent on their outstand- 
ing total capital, it is evident that it is 
to the advantage of the stockholders to 
have as much of the capital as possible 
in bonds. The result has been that, as a 
general principle, railway loans have 
been regarded as capital and therefore 
perpetual. As they have matured they 
have been refunded with little or no re- 
duction, and most railway expansion 
for many years has been financed by 
these loans. 

In average years or good ones this 
method of capitalization has been suc- 
cessful. It has been satisfactory to 
bondholders, whose holdings have been 
promptly serviced, and to stockholders, 
whose stock has been made more prof- 
itable by the method. In years of de- 
pression, however, this method of fi- 
nancing entails a strain upon the roads 
which only a few of them can meet. 
Interest on their bonds must be paid 
whether it is earned or not, the alterna- 
tive being receiverships. Had the bulk 
of their capitalization been in the form 
of stocks most of the roads which have 
failed recently could merely have passed 
dividends and (CONTINUED ON PAGE 76) 
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EDITORIALS 


No Permanent Guaranty 


it. At all events there has been a feeling in Wash- 

ington and more or less in banking circles gen- 
erally ever since the passage of the Banking Act of 
1933 that the permanent deposit insurance system 
would not go into effect on the first of next July as 
provided in that legislation. 

Perhaps the real basis for this feeling is that there 
is no reason why the permanent features of the Act 
should go into effect. The temporary deposit insur- 
ance system provides full coverage for over 96 per 
cent of the individual depositors. It accomplishes this 
without involving the unlimited risks which charac- 
terize the permanent system. As a means of giving 
reassurance and confidence in banks to the great mass 
of depositors the coverage afforded seems as com- 
plete as necessary. Since giving depositors confidence 
in banks has been the chief reason for the entire con- 
traption and has been the sole reason why the system 
has been accepted by bankers and others opposed to 
deposit guaranty or insurance in any form as a matter 
of principle, common sense would seem to dictate that 
the temporary system is enough. 

That the Federal authorities have come to this 
conclusion is perhaps the most reassuring feature of 
the entire deposit guaranty movement. 

The bankers of the United States as a class do not 
want bank deposit guaranty or insurance in any form 
as a permanent feature of the banking business any 
more at the present time than they wanted it a year 
ago, and that was simply not at all. An increasing 
number of them have been willing to accept the tem- 
porary deposit insurance system set up in the Banking 
Act of last June as a temporary expedient. Back of 
this acceptance, however, has always been the hope 
that as business and banking conditions improve this 
feature of the Banking Act could be and would be 
gradually done away with. 

The only practical answer to the opposition of 
bankers and more responsible business interests would 
be the successful operation of the temporary insur- 
ance system. Six months is far too short a period in 
which to make a test of the guaranty idea and in fact 
it is impossible to make such a test under the condi- 
tions in which the system has been inaugurated. At 
least two thousand banks have been aided by the 
Government to qualify for participation in the insur- 
ance fund, and it is impossible to know at the present 
time what the effects of this Government aid will be, 
not only with respect to the deposit insurance system 
but also as to the future of the banks themselves. 

If the soundness and usefulness of the temporary 
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system are to be a measure of the soundness and use- 
fulness of the permanent system another year would 
be the least period possible in which a test could be 
made. A fair test, indeed, could scarcely be made until 
the country is out of the current depression and the 
system of deposit insurance or guaranty could operate 
for several years under more normal banking and 
business conditions. To enter upon a permanent sys- 
tem of deposit guaranty without such a test is an open 
invitation to serious disaster. 

The present doubtful position of the banks of the 
country in their relations to the Federal Government 
and its credit policies is further reason for delay. The 
permanent insurance system is built around the Fed- 
eral Reserve System. Federal monetary and credit 
policies involved in extraordinary powers centered in 
the Secretary of the Treasury, probable direct loans to 
industry and commerce by the Government through 
the R.F.C., the exigencies of a managed currency, 
vast international transactions to devaluate the dollar, 
a great borrowing campaign on the part of the Gov- 
ernment—all these factors enter into the prospects of 
American banking in a way to vitiate any attempt to 
forecast the future. Possibly all these uncertainties 
justify a temporary deposit insurance system. 

All of them certainly make it inadvisable to plunge 
into an intricate and complicated permanent system of 
deposit guaranty at this time. Adapting the language 
of Mr. George N. Peek, erstwhile head of the A.A.A., 
in his address to bankers at Chicago, the country and 
the banks “‘already have more hay down than they can 
get in before it rains.” 


Compulsory Reserve Membership 


THERE are abundant other reasons why postpone- 
ment is advisable. It does not seem sensible to inject 
the issue of unified banking under the Reserve System 
by compulsory membership into banking at this time. 
Prospective or possible examination for entry into the 
permanent system—compulsory on member and non- 
member banks alike—will not work toward a loosen- 
ing of bank credit. Banks need to work their way out 
of present pressing difficulties before they can sensibly 
or safely establish new permanent relations. 

Already state non-member banks are uneasy under 
increased Federal supervision and control through the 
R.F.C. and the temporary deposit insurance organiza- 
tion. Perhaps this control is necessary and inevitable 
but making it permanent at this time is not likely to 
increase the confidence of banks in themselves, and 
without such confidence more liberal bank policies are 
impossible. 
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The Mechanics of 
Public Relations 


By W. R. MOREHOUSE 


FTER more than three years of taking it on the 
chin from critics without retaliation, many 
banks have finally reached the conclusion that 

their customers are entitled to know the facts first hand 
regarding banks, bankers and banking. 

Now that forebearance has ceased to be a virtue it is 
a good time to consider what a well managed bank can 
do about correcting the situation. Just this : it can lay its 
whole case face-up before its patrons with the assurance 
that it will be given a square deal. 

Prior to April of 1933, a number of leading banks 
quietly tested out a plan for bringing about a more 
friendly and generally rounded out service on their re- 
spective counter lines. The reaction in increased public 
confidence and in loyalty to these banks was spontane- 


ous. Immediately customers grew more cordial and 
friendly and began to speak of their bank as being the 
“best” bank in town. 

The signal success of these experimental tests in con- 
structive customer relations was of sufficient impor- 
tance to justify extending the same plan to all banks in 
the United States. It has already been adopted by banks 
representing over 90 per cent of the banking resources 
of the United States, and it has scored a touchdown. To 
date, over 9,000 banks have received-material bearing 
on the plan from the American Bankers Association 
and over 1,000 report that they are pushing the work 
vigorously. 

Actual results thus far, as reported by these banks, 
are excellent and justify proceeding with the plan. 


The following material 
was prepared by Mr. More- 
house as a practical demon- 
stration of customer relations 
machinery in operation. It 
is an example of an intro- 
ductory speech which might 
be given before bank em- 
ployees at their first meeting 
under the plan. The picture 
is drawn close-up so that 
the wheels can be seen. 


omens one or more of those pres- 
ent have come here expecting to be 
criticized for something they have done 
wrong, or for something which they 
should have done but neglected to do. 
Let me assure you that you have not 
been called here for that purpose. 

With an open mind, follow me as we 
inquire into various ways by which we 
can make ourselves more useful and 
more valuable to our bank. 

It is important to your future that 
you get off to a good start. Whether 
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you achieve full success or fall short of 
it depends a lot on your attitude toward 
certain things which I will name later, 
for the right attitude toward these things 
is half the battle, while the wrong atti- 
tude invariably spells defeat. 

First, you must have the right atti- 
tude toward your country, and its 
ability to right itself from the depression. 

Your attitude toward recovery should 
be one of confidence, not fear. The 
United States is not going to become 
Socialistic or Communistic as certain 
people would lead you to believe. We 
have never failed to ride out the storm, 
and you may rest assured that we will 
come through this one a united people. 

Let us inquire briefly as to what your 
attitude should be toward work. If you 
are sorry for yourself because you are 
compelled to work for a living, let me 
help you to see your work in a different 
light. 

Instead of being sorry because you 
must work for a living or starve, you 
ought to be thankful that you are physi- 
cally able to work and that you have 
work to do. 


There are millions of unemployed 
men and women who are restlessly pac- 
ing up and down the streets of America 
begging on their knees for an oppor- 
tunity to work—any kind of work— 
just so it’s work. 

Perhaps you haven’t thought of it, 
and this is no threat, but there are 
thousands of experienced bankers who 
lost their positions when their banks 
closed, who are pleading for a chance to 
work, and who would jump at an op- 
portunity to do your work at a salary 
much less than is received by you. 

You each ought to be one of the hap- 
piest persons in the world because you 
are a worker. Happiness and work go 
hand in hand. If you don’t believe there 
is a fascination about working ina bank, 
take a leave of absence for a year, and 
if you run true to form you will find 
that after the novelty of a few weeks 
of idleness wears off, you’ll be the most 
restless person in all the world, and 
you'll be back begging to be put on 
your old work again. 

Instead of pitying yourself because 
you have to get up early and start for 


This discussion con- 

cerns the threshold 
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the bank, you should open each day 
with a brief thanksgiving service. 

Not being a “hiker” you may regard 
mountain climbing as being “killing 
work,” but to a lover of hiking it is his 
way of playing. 

Take the old prospector, tanned by 
the hardships of the desert or the moun- 
tains, and ask him if prospecting isn’t 
hard work. He’ll come back at you with 
a broad smile and a statement like 
this, “I should say not—I like it—it’s 
interesting, always going to strike it— 
it’s fun.” 

Take the banker who likes golf. It’s 
probably the hardest physical exercise 
he gets, and yet you never hear him 
complain of it as being hard work, or 
for that matter, any kind of work. 

After breakfast he drives off, zigging 
and zagging he wends his way down the 
fairway, up hill and down hill, in a 
bunker and out again, in the rough and 


out on the fairway again. In due time, 
he approaches the 18th hole. He looks 
at his watch, and wishes he had time to 
go around again. An hour or so for re- 
freshments and his lunch, and he drives 
off again. 

Consider what should be your atti- 
tude toward this bank if you are to 
make your services more valuable to 
your employer. 

First, you must have implicit confi- 
dence in the stability of this bank, in 
the integrity and ability of its manage- 
ment, in the quality and completeness 
of its service, and in the bank’s future; 
and unless you have this confidence 
you can never be at your best. 

If you feel that some other bank is far 
superior to your own, then you are 
working under a great handicap. 

Your bank may be smaller, its quar- 
ters may be less conspicuous and extrav- 
agant, yet it may be a better bank for 


** The Cashier in a state of siege.”” (This and the following old 
prints are in a collection of D. Jay Culver) 
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you. Quality is what counts, and quality 
is not always a matter of large size. 
Speak of it as “my bank”, and mean it. 

As a class, bank employees are the 
select of any community. They are 
trustworthy and reliable, and of good 
character. Consider yourself a member 
of this bank’s family, and be proud of it. 

Before this bank can hope to give a 
superior service and maintain it at high 
levels, those of you who contact our 
customers must have the proper atti- 
tude toward them. 

Although advancement in rank and 
increase in salaries depend not a little 
on the individual, they also depend on 
whether or not the number of a bank’s 
customers increases or decreases. In- 
creases mean more work to be done, 
greater responsibilities to be assumed, 
and this calls for more employees. You 
owe every customer whom you serve 
the best of attention of which you are 
capable. 

Beginning tomorrow with the first 
customer who calls on you, I want you 
to feel that you are under an everlasting 
obligation to show every customer the 
best of attention. 

For no good reason that I can give 
you, there has grown up in the banking 
business a feeling that a bank owes 
something to its customers and nothing 
to strangers. Many banks have sepa- 
rated the two classes. Their customers 
are the sheep, while all strangers are the 
goats. 

Whether or not a bank is indebted to 
a person who calls and requests a favor 
is usually decided on the basis of 
whether or not that person has an ac- 
count. Just why an account, regardless 
of its size, desirability or profitableness 
should decide so important a matter is 
not clear to me. 

If a stranger calls and requests a 
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favor he is immediately asked if he has 
an account. If he says “no,”’ the average 
banker is quick to lose all interest in 
helping him. 

I am here to explode this old notion 
of turning a cold shoulder on strangers. 
Beginning tomorrow, and with the 
first stranger who walks in, I am going 
to request that you show him the same 
courteous attention that you show to 
your customers. The moment it is made 
known to you that you are speaking 
with a stranger, don’t begin to freeze 
up and lose all interest in his case. 
That’s the time when you should begin 
to take an interest in the stranger’s 
problem, not to sidestep it. 

Let me make it plain to you, your 
success in the banking business so far 
as advancement and higher salary goes 
is dependent to a certain degree on how 
well you serve strangers. 

As time goes on, old customers die 
or move away, or close their accounts 
for other reasons, and then who is it 
that steps in and fills up the gaps 
caused by their removal? None other 
than these same strangers whom many 
banks value so little. 

And yet, strangers are the salvation 
of many a bank. Without their ac- 
counts, many a bank would have shown 
a loss of business year after year, ulti- 
mately being forced to close for lack of 
patronage. 

A good percentage of all new accounts 
opened by the average bank are opened 
by persons who are total strangers at 
the time they step up to a teller and 
announce that they would like to open 
a new account. 

As a matter of fact, to the stranger 
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**Sit down, sir, and let me look at your collateral notes”’ 


goes the credit for enabling our banks 
to report increases in their business 
from time to time. 

In this preliminary introduction I 
have tried to give you briefly my idea 
of what your attitude should be: 


i—Toward your country and its 
chances for recovery from the 
present depression 

2—Toward these conferences 

3—Toward your work 

4—Toward this bank 

5—Toward your associates 

6—Toward your customers 

7—Toward strangers and everyone in 
our lobbies 


I am very desirous that we get off 
to a good start with these conferences 
with everyone in step. 
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**Now, sir, I will tell you and your Board of Directors that I am 
not a man to submit to such treatment”’ 


Unless I hear from you again, I will 
assume that you agree with me as to 
what your attitude should be toward 
the subjects I have mentioned. 

Are there any questions? 

Although this conference is prelim- 
inary to other conferences to follow, 
let’s consider briefly a number of mat- 
ters of importance which are often 
overlooked. 

We will confine our discussion to 
some of the very ordinary matters of 
banking services with which you are 
very familiar. You will probably find 
them such commonplace, everyday in- 
cidents that you have forgotten about 
them. 

So beginning tomorrow, let there be 
no more tossing of papers or anything 
back to a customer. Let us hope that 
the day of tossing things to customers 
has passed for this bank. 

To say the least, tossing things to 
customers is being discourteous. Al- 
though it has been tolerated for years it 
has never been approved. It’s just a 
bad habit. 

If you doubt what I say, take time 
out for a test. Take a pass book and 
pretend that you are tossing it back 
to a customer. After you have given 
the book a short careless toss as is 
invariably done, you step around where 
the customer is supposed to be standing. 
Now take a look at the book. Is it 
right side up? Is it lying in a position 
squarely before the customer with the 
print on the cover in the proper posi- 
tion for him to read it, or is it off to 
one side, face down, partly open and 
with the print upside down to the 
customer? 

Now try (CONTINUED ON PAGE 85) 
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Constructive Customer Relations 


Letters to the JOURNAL from Several Banks 
Which Are Making Good Use of the Customer 
Relations Program Sponsored by the Public 


To the JouRNAL: 
If the American 
people wish their 
democratic form of 
government to sur- 
vive and wish to 
retain their liberty, 
they must see to it that they are not led 
blindly but gain the knowledge that will 
help them to cooperate in solving the 
nation’s problems which are also, after 
all, the individual’s problems. So far as 
the solutions of bank problems is con- 
cerned, upon which depends the success- 
ful operation of the financial structure 
of the country, the citizen’s cooperation 
is paramount. That there was not the 
knowledge for such cooperation was 
most forcibly brought to the fore in the 
bank crisis of the past year. Various 
educational programs to disseminate 
bank information have been sponsored 
before, but it was discovered during 
those stirring days of 1933 that the bank 
employee himself was an unwitting 
source for the spread of misinformation 
and misstatement. 

In our institution, we have held some 
eight to ten conferences to date. The 
technical knowledge of banking, eco- 
nomics, law, etc., can be secured 
through A. I. B. or college classes, but 
the application of those principles to the 
definite work of a particular institution 
and the intimate occurrences in an 
individual business can be discussed 
only within the “banking family ”’ itself, 
in friendly conferences of give and take. 
We have considered events, operations 
and incidents taken directly from the 
day’s work and have discussed their 
handling in the light of modern ap- 
proved banking principles and practices 
and in the interest of giving the best 
service to the customer. 

Each such discussion has usually 
brought out the need of furnishing facts 
drawn from the experiences, not of a 


Education Commission 


recently elected junior officer but, 
rather, of a senior officer with a back- 
ground of long experience and sufficient 
cultural leanings to be able to illustrate 
the application of principles both inter- 
estingly and effectively. 

While we cannot speak of results in 
so short a series of meetings, yet we 
believe we see progress, because of the 
sincere, encouraging interest expressed 
through participation in the confer- 
ences, through the reporting of material, 
the questions and suggestions asked as 
to conduct and the evident desire to 
continue the conferences as long as pos- 
sible. Much of the foregoing is probably 
best illustrated by remarks such as the 
following: 

“T would willingly forego my dinner 
and remain in the class until 10 o’clock 
to benefit by some of the rich experi- 
ences which our class leader has had in 
his contacts with affairs and men. I 
have known banking only as I have seen 
it from my desk; he has known it from 
visits with bank officials of the largest 
banks in the country, with leaders of 
finance and government and with na- 
tional and international business and 
legislative happenings. It is really an 
interesting and challenging business 
after all.” J. H. PUELICHER 
President, 

Marshall and Isley Bank, 
Milwaukee, Wisconsin. 
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Mr. Sweatem convincing the cashier 
that his affairs are in a very prosperous 
condition 


To the JouRNAL: 

The plan for the 
constructive devel- 
opment of right 
public relations as 
outlined by Mr. 

John H. Puelicher 

in the July, 1933, issue of the JouRNAL 
has, in its major points, been the regular 
practice of the Maryland Trust Com- 
pany for many years. It has always 
reacted favorably, but its real test came 
in the crisis of a year ago when the 
loyalty of our customers and the confi- 
dence of the public in the company held 
up, unbroken, throughout the entire 
trying period. 

It has always been the policy of our 
management to stimulate a close, 
friendly and helpful relationship be- 
tween officers and contact employees 
and their customers, at the same time 
guarding against the danger of slipping 
into any unwise banking practice 
through a desire to please. It has been 
our practice also, through refund of tui- 
tion upon satisfactory completion of a 
course, to encourage attendance upon 
the vocational studies of the American 
Institute of Banking and the Johns 
Hopkins University. This year the man- 
agement has also required the study 
of the American Bankers Association 
book, “Constructive Customer Rela- 
tions,” by all persons having contact 
with the public. 

More important, however, than any 
of these things, has been the consistent 
policy of the company to treat all the 
men and women in its employ in such a 
way that they may feel that they are 
not merely working for a corporation 
at so much a month, but that each and 
every one of them is an integral part of 
the company’s family, all working to- 
gether for the common good of the com- 
pany and themselves. The result is an 
enthusiastic loyalty which communi- 


37 


mimes 


38 AMERICAN BANKERS ASSOCIATION JOURNAL, March 1934 


cates itself, as though by contagion, 
not alone to the customers in banking 
hours, but at home and about the city 
to- family, friends and personal asso- 
ciates. It is an advertising medium of 
incalculable value. 

It is further the policy of our manage- 
ment to encourage participation in out- 
side affairs, not only in banking activi- 
ties, but in civic, charitable and other 
organizations. The result is that there is 
hardly an activity in the city directed 
towards the public good in which some 
representative of the company does not 
actively participate. The effect is highly 
beneficial. 


C. DELANO AMES 


Advertising Manager, 
Maryland Trust Company, 
Baltimore, Maryland 


To the JOURNAL: 
As one of the 
co-authors and co- 
editors of the Amer- 
ican Bankers Asso- 
ciation manual, 
“Constructive Cus- 
tomer Relations’”’, I 
want to say that we at The Cleveland 
Trust Company are enthusiastic over 
the use of this book as the basis for a 
far-reaching course which we have in- 
stituted for our contact employees and 
officers. The course has done a lot of 
other things besides putting our entire 
organization on its mettle in its attitude 
toward the public. We always thought 
we were doing a good job in this respect, 
but we find room for improvement. One 
of the collateral benefits perhaps of 
greater value than even the immediate 
purpose of the course was to reveal the 
opportunity for better coordination as 
to policies. 

It must be remembered that such a 
course in an organization like ours is a 
much more difficult matter to handle 
than in a smaller institution. We have 
roughly, 1,600 employees, located in 60 
banking offices throughout Greater 
Cleveland and nearby. About 900 of 
these may properly be classified as 
“contact people,” and these are the 
ones who are engaged in this course at 
the present time. The remainder, how- 
ever, will not be neglected. 

It became immediately apparent that 
so large a number could not be handled 
as one group, and so our preliminary 


work consisted of training 25 of our 
branch managers and junior officers to 
become group leaders, and these, in 
turn, are now beginning the task of im- 
parting their information to the 900 
employees who have been divided up 
into 12 groups, with two of the leaders 
assigned to each group. 

The training as undertaken by these 
group leaders and now being relayed by 
them to their respective groups, was 
arbitrarily broken into a series of six 
meetings, one based on each of the first 
six chapters in the manual. For the 
instructions given to group leaders, a 
well known merchandising expert who 
has done a good deal of work with the 
personnel of department stores was the 
leader. A great deal of inspirational 
material, with particular reference to the 
psychology of human behavior, was 
furnished by him and adapted for use 
by the individual group leaders. An 
outline history of the bank was also 
furnished and a distinguishing feature of 
the entire series has been a number of 
dramatic presentations of correct and 
incorrect ways to handle ordinary and 
difficult customer contacts. 

A typical meeting of two hours’ time 
is as follows: 

1—Mental exercises, based on either 
the Morehouse conference notes or six 
questions developed by the group leader 
and his committee. (Questions and 
answers are planted in the audience to 
stir widest discussion.) 

2—Talk based on merchandiser’s 
inspirational address—why people act 
in certain ways, and methods of han- 
dling them; adaptation to typical bank- 
ing transactions. 

3—Dramatization of typical banking 
transaction, followed by discussion. 

4—Discussion of Chapter I of the 
book, “Constructive Customer Rela- 
tions”. 

5—Another dramatization of a typi- 
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next month 


cal banking transaction, followed by 
discussion. 

6—Discussion of bank history, poli- 
cies, general banking development such 
as the Code, etc., and material previ- 
ously distributed to group leaders. This 
also includes familiar contact problems 
and suggestions as to how they might be 
handled. 

I. I. SPERLING 


Assistant Vice-President, 
Cleveland Trust Company, 
Cleveland, Ohio 


To the JouRNAL: 

The study course 
“Constructive Cus- 
tomer Relations”’ 
was enthusiastically 
received at our 
bank. The course 
was presented by us in a series of eight 
weekly conferences, which began about 
November 1, 1933. The attendance was 
almost 100 per cent on the part of our 
tellers and public contact employees, 
and almost as good on the part of our 
junior clerks, who had been advised 
that they were welcome to join the 
group if they cared to. 

It has been interesting to note a 
better morale on the part of our em- 
ployees since then. Events of the past 
year have not tended to create a cheer- 
ful or optimistic attitude on the part 
of bank workers, and it seems that this 
study provided the required new “pep” 
to put our boys on their toes again. 

Each of our meetings was supple- 
mented by a prepared talk by some one 
of our group and roundtable discussion 
on some timely subjects such as the 
Federal Deposit Insurance Corpora- 
tion, the Home Owners Loan Corpora- 
tion, the Securities Act of 1933, the 
Banking Act of 1933 (exclusive of 
F.D.I.C.) and the Bankers Code. 

These subjects are all timely and we 
wanted our contact employees to be 
able to discuss them intelligently with 
our customers. An interesting sidelight 
on these talks was that the presentation 
of their subjects by three of our men 
were so good that they were asked to 
repeat their talks before other groups 
in this and nearby towns. 


H. J. DILLe 


Assistant Cashier, 
National Bank of Tacoma, 
Tacoma, Washington 
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Life Insurance-Trust Relationships 


the customer and his beneficiaries that the practices referred to by Mr. 
should be the paramount consideration Stephenson are general. 


“WIFE underwriters and trust men 
¥ are both engaged in the processes 
of estate-creation, estate-con- 
servation and estate-administration for 
the same customers. They should be 
mutually helpful to each other if they 
would be most helpful to their custom- 
ers. Mutual helpfulness implies that 
both life underwriters and trust men 
will refrain from making detrimental 
statements about one another’s institu- 
tions or services. The best interests of 


By GILBERT T. STEPHENSON 


fy things that I wish life un- 
derwriters would not do are 
these: 

1. Confuse commercial banking 
and trust business. 

2. State or intimate that trust 
institutions in general are moti- 
vated by self-interest in the selec- 
tion of trust investments. 

3. Create the impression that 
the investment practices of trust 
institutions are basically inferior 
to those of insurance companies. 

4. Create the impression that 
trust company administration of 
the proceeds of life insurance is 
more expensive than insurance 
company administration. 

5. Represent that the insurance 
company offers trust service unless 
it actually does so. 

6. Upset existing life insurance- 
trust arrangements in making con- 
tacts to sell additional insurance. 

7. Emphasize the guaranty fea- 
ture of insurance company income 
without making a complete state- 
ment about trust company income. 

8. Discourage people from mak- 
ing wills by over-emphasizing the 
possibility of contests and the ex- 
pensiveness of probate procedure. 

9. Undertake to give technical 
advice on trust matters. 

10. Represent the insurance trust 
and the policy options as being 
competitive modes of settlement. 


in all cases. In promoting the best in- 
terests of the customer, the life un- 
derwriter and the tryst man find 
themselves working together in mutual 
respect and helpfulness.” 

The foregoing is the concluding sec- 
tion of a statement of Guiding Princi- 
ples for Relationships between Life 
Underwriters and Trust Men approved 
by the Executive Committee of the 
Trust Division of the American Bankers 
Association and recommended to the 
National Association of Life Underwrit- 
ers and to the Trust Division of the 
American Bankers Association for adop- 
tion as a joint statement, by the Com- 
mittee on Cooperation with Trust 
Officers of the National Association of 
Life Underwriters and the Committee 
on Insurance Trusts of the Trust 
Division. 

At the recent mid-winter trust con- 
ference the statement was presented, 
as a matter of information to the trust 
men and life underwriters present. 

In connection with the presentation 
of the statement at the trust conference 
there was a full discussion of practices 
of life underwriters and trust menin their 
relationships with each other, some of 
which are at variance with the princi- 
ples announced. For instance, Dr. John 
A. Stevenson, chairman of the executive 
committee of.the Association of Life 
Agency Officers and manager of the 
John A. Stevenson Agency of the Penn 
Mutual Life Insurance Company of 
Philadelphia, presented ten things, not 
as general but as occasional practices 
of trust men which, he said, would lead to 
closer cooperation between life under- 
writers and trust men. 

Mr. Gilbert T. Stephenson, vice- 
president of the Equitable Trust Com- 
pany, Wilmington, Delaware, speaking 
for the trust men with respect to life 
insurance-trust relationships in prac- 
tice, also listed ten things which he 
wished life underwriters would not do, 
adding that, in his opinion, refraining 
from doing these things would tre- 
mendously improve the relationships 
between life underwriters and trustmen. 

There is no thought or suggestion 


By JOHN A. STEVENSON 


S I see the situation from the 
insurance point of view, I 
think there might be closer co- 
operation between the two institu- 
tions in. the future: 

1. If the advertising material 
issued by some of the trust institu- 
tions did not imply that insurance 
estates are ordinarily dissipated 
unless the funds are administered 
by a trust institution. 

2. If trust institution represent- 
atives did not minimize the im- 
portance of the guarantees lying 
behind the settlement options of 
life insurance companies. 

3. If the representatives of trust 
institutions suggested plans for tax 
saving purposes only after carefully 
considering all the factors of the 
individual case. 

4. If trust men pushed the insur- 
ance trust plan only when they 
were familiar with all the problems 
involved. 

5. If trust representatives offered 
technical advice on the options of 
settlement or on policy forms only 
on the basis of adequate informa- 
tion. 

6. If trust men were always 
punctilious about protecting the 
interest of the underwriter who 
originated the insurance trust. 

7. If bankers used extreme cau- 
tion in suggesting loans on policies. 

8. If trust men would not urge 
the living trust as preferable to the 
life insurance method of building 
estates when additional protection 
is needed. 

9. If trust men kept an open 
mind on the annuity question. 

10. If trust companies would 
evolve some plan of commingled 
funds giving beneficiaries greater 
investment security. 
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15th Mid-Winter Trust Conference 


met at the Waldorf-Astoria Hotel 

in New York City from February 
13 to 15 in the 15th mid-winter trust 
conference, which was freely acknowl- 
edged to be the most constructive 
conference on trust subjects that has 
been held in several years. 

The two things this year that most 
impressed the trust men who attend 
these annual mid-winter trust confer- 
ences year after year were, first, the fine 
morale of those present and, second, 
the up-to-dateness and the construc- 
tiveness of the topics discussed. 

The fine morale of the trust men in 
the conference was evident in their 
changed attitude towards trust new 
business and other promotional efforts. 
A year ago there was a feeling that 
trust new business was not to be had. 
This year, on the other hand, trust 
institutions reported that they are al- 
ready launching new business cam- 
paigns and that they are getting results. 
This spells two things—first, that the 
trust men have regained their own 
confidence in the efficacy of new busi- 
ness efforts and, second, that the 
people have regained their confidence, 
to the extent to which it may have 
been lost in some instances, in trust 
institutions and trust services. 

Throughout the three days’ confer- 
ence the attention of the trust men 
present was centered upon the new, 
unprecedented problems of trust busi- 
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ness—the problems brought into being 
by the depression and by the New 
Deal. For example, one of the subjects 
of absorbing interest that was discussed 
the first day of the conference was the 
trustee’s policy with respect to obliga- 
tions payable in gold. Two years ago 
that would have been a purely academic 
question which would have been wholly 
out of place in a trust conference. This 
year, in the light of our going off the 
gold standard and of our recent devalua- 
tion of the dollar and adoption of the 
gold-bullion instead of the hitherto gold- 
coin standard, the proper attitude for 
the trustee to take with respect to its 
trust securities payable in gold becomes 
a matter of tremendous and immediate 
concern to trust institutions. 

Another of the up-to-date problems 
that claimed the attention of the trust 
men in the conference is the scientific 
evaluation of trust business. The past 
13 years have marked the period of 
greatest growth in volume of trust 
business. During this period trust 
institutions have adopted and employed 
definite, positive and sometimes ag- 
gressive methods for securing trust 
new business. They have sent trust 
representatives or trust solicitors— 
salesmen, in fact—to call upon pro- 
spective customers in their offices and 
homes and to present to them the serv- 
ices offered by the trust institutions. 
They have spent large sums of money 
in advertising trust services. During the 


H. O. Edmonds, President of the Trust 
Division and vice-president of the 
Northern Trust Company, Chicago, 
presiding at the Conference. At the left 
is Franklin F. Russell, member of the 
New York Bar and the New Jersey Bar. 
At the right, Leon M. Little, Vice-Presi- 
dent of the Trust Division and vice- 
president of the New England Trust 
Company, Boston 


period of enforced economy that came 
with the depression, trust institutions 
have asked themselves whether the 
outlay has been worth the results. 
Specifically, they have asked how much 
a trust institution can afford to spend 
upon advertisement and personal repre- 
sentation and other promotional efforts. 
Further, they have asked what is the 
present value of trust business received 
today that may not become operative 
until 20 years hence. A policyholder 
creates a life insurance trust and lives 
25 years longer. What is the present 
value to the trust institution of that 
life insurance trust? Or he makes a will 
appointing the trust institution execu- 
tor and trustee. What is the present 
value of that will? Heretofore, the 
proper amount to spend on promotional 
effort and the present value of trust 
business that becomes operative in the 
future have been pure guesswork. 
Now for the first time the trust insti- 
tutions have a chart by which to guide 
their course on both these points. 
Largely through the efforts of the trust 
men or, rather, a group of trust men of 
Chicago, tables have been worked out, 
according to scientifically approved 
actuarial methods, that enable the trust 
man with a workable degree of accuracy 
to determine the present value of future 
trust business and the amount his 
institution can afford to spend upon 
promotional effort. 

Other of the present trust problems 
that had the attention of the conference 
were the handling of trusteed real prop- 
erty, the new responsibilities of the 
trustee under real estate mortgage 
trusteeships, and the present-day tax 
problems of the trustee. 


£ 

GLOBE 

|_| 


Savings Meeting 


Deposit Insurance « Mortgages « Thrift 


ONCENTRATING their atten- 
C tion upon the two major problems 

of deposit insurance and real es- 
tate mortgages, savings bankers held 
one of their most important meetings 
in years in New York on January 25 and 
26, under the auspices of the Savings 
Division of the American Bankers 
Association. 

The case for deposit insurance, rein- 
forced by statistics derived from the 
records of the Comptroller of the Cur- 
rency, was presented by William P. 
Chapman, Jr., New York attorney. 
Answering the criticism that deposit 
insurance has no actuarial justification, 
Mr. Chapman went back to the year 
1864, when the national banking system 
was started. He presented two sets of 
figures, based on annual payments of 
\4 per cent — one covering all banks, 
the other commercial banks only — 
and drew a comparison between receipts 
and disbursements of an “insurance 
fund”, had it been instituted at that 
time. 

According to these figures, there were 
only 11 years during this period when 
charges would have exceeded payments 
into the fund, and on June 30, 1929, the 
total fund would have contained ap- 
proximately $1,500,000,000. Losses for 
the next three years would have cut the 
fund by 50 per cent, while, even with- 
out the savings banks, the fund would 
have contained in excess of $200,000,000 
as of June 30, 1932. An estimate of 
losses for the 12 months ended June 30, 
1933, leads him to believe that a dou- 
bling of the assessment for three years 
would have been enough to cover the 
losses of the recent disaster. 

O. Howard Wolfe, cashier of the 
Philadelphia National Bank, presented 
the practical banking viewpoint toward 
this project. The plan for permanent 
insurance, according to Mr. Wolfe, 
does violence to human nature. It re- 
moves the necessity for caution. It ends 
the distinction between good banking 
and bad banking in the minds of de- 
positors. It makes growth dependent 
on special inducements that are un- 
businesslike. As evidence of its effect in 


stimulating improvident banking and 
multiplying drains on the insurance 
fund, he cited the Oklahoma experience 
of 1920 to 1922, when 55 insured banks 
failed as against only two uninsured 
banks. 

Carl M. Spencer, president of the 
Savings Banks Association of Massa- 
chusetts, described the plan now before 
the legislature of his state for insurance 
limited to savings banks for the dura- 
tion of the “emergency”’, while Thomas 
P. Cheney, president of the New Hamp- 
shire Savings Banks Association, told 
of the voluntary plan adopted in his 
state, whereby every mutual savings 
bank is participating in a fund of one 
and one half times the total losses to 
depositors in the history of the state, 
for the assistance of member banks 
without limitation. This plan is proving 
satisfactory to depositors. 


REAL ESTATE 


THE real estate problem and its related 
taxation situation were discussed in 
constructive addresses by Charles F. 
Ellery, assistant trust officer, Fidelity- 
Union Trust Company; Richard T. 
Ely, president, Institute for Economic 
Research, and Peter Grimm, chairman, 
Citizens Budget Commission, New 
York. 

Mr. Ellery showed by specific ex- 
amples how mortgages can be salvaged. 
He took the experiences of his institu- 
tion with two-family homes, combina- 
tion business and residence properties 
and properties for business uses ex- 
clusively. The owner of one typical 
property was a plumber. His business 
fell off, his taxes dropped into arrears 
and interest payments finally were 
deferred. To meet this situation a plan 
of monthly payments was worked out, 
based on the plumber’s present income. 
First payments were applied to taxes. 
Inside of a year, these charges were 
cleared up, payments were being made 
on interest, the owner’s interest in his 
property had been restored, foreclosure 
proceedings prevented and a method 
developed which made the mortgage 
once more a sound, going asset. 


Henry S. Kingman, President of the 
Savings Bank Division of the American 
Bankers Association. Mr. Kingman is 
treasurer of the Farmers and Mechanics 
Savings Bank, Minneapolis, Minnesota 


Mr. Grimm recounted the financial 
plight of New York City, the steps that 
were being taken to remedy it and the 
benefits which would accrue from 
transit unification and a pay-as-you-go 
policy in transportation. 

One of the two banquet speakers 
was the Hon. John Dickinson, Assistant 
Secretary of Commerce, who presented 
a highly valuable discussion of the 
responsibility of banking in the produc- 
tion of credit in our capitalistic system. 

The second speaker was A. H. 
Giannini, chairman of the Bank of 
America. Emphasizing the fact that the 
real menace to our future comes not 
from currency innovations, banking 
methods or professional scandals, but 
from the destruction of faith in the 
principles of thrift, Mr. Giannini said: 

“Individual thrift has made civiliza- 
tion possible. It has been one of the 
chief factors in making human progress 
continuous. It is our tried and true 
method of sustaining social advance. 
For instance, what university could have 
come into existence without it; what 
economic activity or business could 
have survived the first depression 
without it; what public welfare proj- 
ects, recreational centers, parks, play- 
grounds, churches and religious devel- 
opments could have so efficiently and 
so necessarily impressed themselves 
upon society? Therefore, scrapping in- 
dividual thrift is a dangerous procedure 
whatever the arguments. It means scrap- 
ping society’s oldest service device.” 
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Legal Notes and Digest 


—Pledging of Assets 


and opin- 

ions given here are prepared for 
the JOURNAL by the Legal De- 
partment of the Association, 
under the direction of D. J. Need- 
ham, General Counsel 


SUPREME COURT DECISIONS 


The Supreme Court of the United 
States on February 5, 1934, in Texas & 
Pacific Railway Co. v. Pottorff and 
City of Marion v. Sneeden established 
the following principles: 

1. A national bank may not pledge 
assets to secure either private or public 
deposits, except as authorized by Fed- 
eral statute. In considering whether a 
national bank had the incidental power 
to make such a pledge for a private de- 
posit, the court stated that “No men- 
tion of securing a private deposit in a 
national bank by a pledge of assets or 
otherwise has been found in . . . any 
of the annual proceedings of the Ameri- 
can Bankers Association or in any issue 
of the AMERICAN BANKERS ASSOCIATION 
JourRNAL,” or in other sources men- 
tioned. 

2. A receiver of an insolvent national 
bank may recover assets pledged with- 
out authority. 

3. A national bank may pledge assets 
to secure borrowed money. 

4, A national bank may, by virtue 
of a Federal statute, pledge assets for 
the deposits of a state or of a political 
subdivision of a state only when state 
banks have such authority, either by 
statute or common law. 

5. Moneys of bankrupt estates and 
insolvent national banks are private 
funds. It would seem to follow that the 
statutory authority for national banks 
to pledge assets for public funds when 
state banks are so authorized does not 
permit national banks to pledge assets 
for funds of an insolvent individual or 
corporation (other than a bankrupt) or 
for funds of a fiduciary. 

The court casts grave doubt as to the 
authority of a national bank to secure 
a private deposit by a surety bond. 


42 


(NotE—The Legal Department will 
furnish to members of the Association 
on request the complete text of these 
decisions. ) 


FEDERAL STATUTORY PROVISIONS 


A few of the Federal statutes relating 
to the pledge of assets by national banks 
are listed below: 

(a) §90 of ch. 12 of the United States 
Code authorizes the Secretary of the 
Treasury to designate national banks as 
depositories for public funds. “The 
Secretary of the Treasury shall require 
the associations thus designated to give 
satisfactory security, by the deposit of 
United States bonds and otherwise, for 
the safekeeping and prompt payment of 
the public money deposited with them.” 

(b) The Comptroller of the Currency 
shall require the depository of funds of 
insolvent national banks “to deposit 
United States bonds or other satisfac- 
tory securities.” §192 of Title 12. See 
also §191. 

(c) “The board of trustees” of the 
postal savings system shall take from 
depositories “such security in public 
bonds or other securities, authorized by 
Act of Congress or supported by the 
taxing power, as the board may pre- 
scribe, approve, and deem sufficient and 
necessary to insure the safety and 
prompt payment of such deposits on de- 
mand; Provided, That no such security 
shall be required in case of such part of 
the deposits as are insured under”’ the 
Federal deposit insurance system, tem- 


bes 
i 


INCOME TAX 


The question in an income tax 
blank: ‘‘Did you employ any one 
especially to prepare or advise 
in the preparation of your income 
return ... ?’? may be answered 
*‘No”’ if the person giving advice 
is a bank employee who receives 
no compensation from the tax- 
payer. This means that his name 
need not be reported as advisor. 


porary or permanent. §759 of Title 39as 
amended by the Banking Act of 1933. 

The matter of the pledge of assets for 
deposits of public money of the United 
States is governed in detail by Treasury 
Department Circulars 176 and 92, which 
specify with particularity the assets 
which may be used. 


CORPORATE ACCOUNTS 


To permit a corporate officer to 
check against an account in his name 
without verifying his authority is 
dangerous, although the officer opened 
such account. The bank should require 
a certified copy of the corporate by- 
laws and also a resolution of the board 
of directors signed by the secretary 
under the corporate seal. The resolu- 
tion should be sufficient in form to 
protect the bank against breaches of 
trust by corporate officers or employees. 


INTERLOCKING PERSONNEL WITH OR- 
GANIZATION LOANING ON STOCK 
OR BOND COLLATERAL 


The words “shall make” in Section 
8A of the Clayton Act prohibiting 
interlocking personnel between a na- 
tional bank and a corporation or part- 
nership which “shall make” loans 
secured by stock or bond collateral have 
been held by the Federal Reserve 


M. Board to be limited to new loans, ex- 


cluding prior loans and even renewal 
notes representing prior loans. Federal 
Reserve Bulletin, January 1934, p. 41. 


* 
— 


LOAN ON TIME ACCOUNT 


A depositor’s necessity for money tied 
up in a time account does not authorize 
a Reserve member bank to violate the 
Federal law prohibiting payment before 
maturity. This applies to a savings 
account when notice is required, to a 
time certificate of deposit, to an open 
time account, or to a Christmas Club 
account. The bank may, however, af- 
ford relief in a proper case by a loan 
upon the time deposit. Regulation Q 
requires that a bank making such a 
loan “must be prepared to show clearly 
that it was made in good faith and not 
for the purpose of evading”’ the pro- 
hibition of payment before maturity. 

The bank should require the borrower 
to furnish a written statement as to the 
purpose and necessity for the loan, 
which loan should be on the same terms 
as its loans generally. 


DIRECTORS’ QUALIFICATION 
SHARES 


The Fletcher Bill, S. 2601, repealing 
“so much of section 31 of the Banking 
Act of 1933 as relates to stock owner- 
ship by directors of member banks of 
the Federal Reserve System’ passed 
the Senate on February 6. 


LIABILITY OF BANK DIRECTORS 


The test for liability of bank directors 
is “whether they conducted the affairs 
of this bank as might reasonably be 
expected of ordinarily prudent bank 
directors. . . . Yesterday’s standards 
of vigilance are today inadequate.” 
Anderson v. Bundy, 171 S.E. (Va.) 501. 


GROSS INCOME TAX 


National banks are protected by Sec. 
5219 United States Revised Statutes 
from state taxes on gross income in force 
in several states. 


TRUSTEE FOR BOND ISSUE— 
LIABILITY 


“Tt would be intolerable to limit” a 
trustee for a bond issue “merely to the 
obligation imposed by the terms of the 
contract made and drafted by it, and 
rarely ever seen by the bondholders.” 
Certain duties cannot be avoided by 
protective clauses in the trust deed. The 
trustee must “exercise the care and 
diligence which would naturally be ex- 
pected of an intelligent person acting in 
like circumstances to protect his own 
mortgage.” The “utmost good faith”’ is 
required. A trustee with “interests ad- 
verse to the bondholders” has the same 


Director Liability 
Postal Savings Interest 
Insurance 
Municipal Bonds 
Public Funds 


obligations as an impartial trustee. 
Marshall & Ilsley Bank v. Guaranty 
Inv. Co., 250 N.W. (Wis.) 862. 


INTEREST ON BANK DEPOSITS OF 
POSTAL SAVINGS FUNDS 


The Federal Reserve Board has is- 
sued a lengthy ruling concerning the 
payment of interest by Reserve mem- 
bers on deposits of postal savings funds. 
The general conclusion is that interest 
is permissible because of the regulations 
of the Postmaster General, under which 
all such funds have to remain on deposit 
at least 30 days and are withdrawable 
only on the first day of 30 or 31 day 
periods, corresponding as closely as 
possible with calendar months. How- 
ever, “unsecured postal savings funds,” 
which are withdrawable upon demand, 
cannot draw interest. 


INSURANCE RATES 


The control of insurance rates by a 
State Insurance Department, subject to 
court review, was involved in New 
Orleans Real Estate Board v. Insurance 
Commission, 150 So. (La.) 286. This 
suggests the desirability of legislation 
in each state authorizing this method 
of relief against excessive rates for 
insurance carried by banks. 


RENEWAL NOTES—DISCHARGE OF 
PARTIES 


Parties on a note who do not become 
parties to a renewal note may be dis- 


charged either because the new note is 
considered as payment of the original 
note or because released by the exten- 
sion of time. This renders desirable 
some such clause as: 

“No renewal shall operate as pay- 
ment of this note and the parties re- 
main liable until such renewal note is 
paid.” 


MUNICIPAL BONDS—-ENFORCEMENT 


A bank holding defaulted municipal 
bonds has a common law remedy by 
recovering a judgment and requiring 
by mandamus fhe levying of an assess- 
ment to pay the judgment. An efficient 
statutory remedy may supersede the 
common law remedy. A state statute 
interfering materially with the common 
law right to enforce payment of de- 
faulted bonds is invalid. 


SET-OFF AGAINST DEPOSIT OF 
PUBLIC FUNDS 


Unsafe banking practices include the 
purchase of warrants or other obliga- 
tions of a public body, relying upon a 
supposed right to obtain payment by 
charging them against its deposit. 
While some courts permit such a charge, 
the highest New Jersey authority has 
ruled against the right. 

Township Committee v. First Nat. 
Bank, 168 Atl. 757. 


CLAIM FOR RENT IN BANKRUPTCY 
—SUPREME COURT DECISION 


Manhattan Properties, Inc., v. Irving 
Trust Company, decided by the United 
States Supreme Court on February 5, 
1934, settled the law that a lessor can- 
not, under Section 63 (a) of the Bank- 
ruptcy Act, prove a claim for future 
rents, nor for damages for loss of a 
profitable lease, where the contract does 
not terminate the lease upon bank- 
ruptcy, but instead gives the lessor the 
option to re-enter. 

While such claim is not discharged in 
bankruptcy, in the case of a corporate 
lessee, its preservation may be of little 
importance because of the distribution 
of the assets in bankruptcy. 

All that the lessor loses in any event 
is the anticipated profit on his lease. If 
such claims are permitted, it means the 
cutting down of claims for money actu- 
ally loaned or goods actually furnished. 

Congress was held to have the power 
to permit claims of such nature. Bank- 
ruptcy Act, Section 74 (a), added in 
1933, permits such a claim in extension 
and composition proceedings involving 
individual debtors. 
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Events and Information 


Service Charges Under the Code 


D. C. 
January 12, 1934 
Honorable Hugh S. Johnson 
National Recovery Administrator 
National Recovery Administration 
Washington, D. C. J 
My dear General Johnson: 

It is our understanding that your tele- 
gram to me of December 29 does not 
apply to local rules which have been in 
effect in the various parts of the country 
with respect to the analysis of accounts 
and service charges, and only applies to 
such rules as may have been promul- 
gated under the Code or under the 
standard rules issued to the chairmen of 
the bank groups under date of Decem- 
ber 21, 1933, and which were to have 
become effective on January 1, 1934. 

We must further assume that your 
telegram did not intend to deny to 
banks their legal right to change, 
adopt or modify local rules that do not 
rely for theirenforcement on thefair trade 
practice provisions under the Code. 

Will you please confirm my under- 
standing of this matter? 

Very truly yours, 
(Signed) RONALD RANSOM 
Chairman, 
The Banking Code Committee 


¢ 


WASHINGTON, D. C. 
January 12, 1934 
Mr. Ronald Ransom, Chairman 
The Banking Code Committee 
708-9 Colorado Building 
Washington, D. C. 
Dear Mr. Ransom: 

Your understanding of my telegram 
to you, dated December 29th, 1933, is 
correct. No Fair Trade Practice Rules 
shall be established under the Code 
until after the Public Hearing which 
has been set for February 16, 1934, and 
until approved by me. 

The local rules to which you refer, 
which have been in effect prior to De- 
cember 29th, 1933, are not affected by 
my ruling, nor do they have the sanc- 
tion or approval of this Administration. 

Yours very truly, 
(Signed) HUGH S. JOHNSON 
Administrator 


An exchange of correspondence 
between the NRA Administrator, 
General Johnson, and Mr. Ronald 
Ransom, chairman of The Bank- 
ing Code Committee, established 
an important definition of serv- 
ice charges under the Code 


WASHINGTON, D. C. 
January 30, 1934 
Honorable Hugh S. Johnson, 
National Recovery Administrator, 
Washington, D. C. 
My dear General Johnson: 

The standard rules governing fair 
trade practices submitted by The Bank- 
ing Code Committee to local clearing- 
house groups, with an accompanying 
letter dated December 21, 1933, which 
rules were indefinitely suspended by 
you in your telegram of December 29, 
have been withdrawn by resolution of 
The Banking Code Committee. 

We are of the opinion that the detail 
with regard to fair trade practices with 
respect to service charges by banks is so 
largely connected with local problems, 
local conditions and existing local 
practices that an attempted stand- 
ardization of this character is not prac- 
tical of solution at this time. 

Sub-section (3) of Article VIII of th 
Code of Fair Competition for Banks, 
approved by the President of the United 
States on October 3, 1933, provides 
that rules fixing uniform fair trade 
practices with respect to service charges 
within any district or group shall, sub- 
ject to the approval of the Adminis- 
trator, be adopted by each clearing- 
house, county association, county group 
or state bank association. The same 
section of this Code sets the standard in 
general terms which shall be borne in 


mind in fixing such charges; namely, 
that “services rendered by banks shall 
be compensated for either by adequate 
balances carried orbyascale of charges.” 
Obviously, any rules adopted for any 
local section must conform to this 
standard. 

Procedure can be expedited and 
better results produced if we can clarify 
the term “Service Charges” as used in 
sub-section (3) of Article VIII—Fair 
Trade Practices of the Code. We there- 
fore request that you will approve the 
following construction— 

The term “Service Charges’ is 
hereby construed to apply only to the 
determination of the method of com- 
pensating the banks on checking ac- 
counts, either in the form of adequate 
balances or charges. 

These “Service Charges” are to be 
determined by the application of a uni- 
form rule or formula. 

Any other charges or analysis factors 
which banks may wish to make or use 
for services not specifically provided for 
in the Code and which are not set forth 
in this rule or formula shall be a matter 
of determination by individual banks or 
by clearinghouse agreement and shall 
not be controlled by Code authority. 

Upon your approval of this construc- 
tion, we wish to submit to these clear- 
inghouses and other banking groups the 
following formula as the basis to be 
used in determining Fair Trade Prac- 
tice rules in effect between competing 
banks under sub-section (3) of Article 
VIII of the Code— 

“1st. Accounts and results of 
operation shall be reviewed for the 
purpose of determining whether 
the bank is compensated for the 
service rendered to the customer. 

“2nd. The following factors 
shall be taken into account in the 
review: 

“a. The average daily ledger 
balance. 

“b. The actual amount of such 
balance as is available for loan or 
investment purposes after deduc- 
tion of float and reserve. 

“c, The rate of income which 
shall (CONTINUED ON PAGE 46) 
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Progressive Banks 


in over 300 Cities 


NOW USE RECORDAK 


... Lhese banks have cut operating 
costs as much as 40% 


= bank profits make a re- 
duction in operating costs more 
important than ever. Hundreds of 
banks find Recordak photographic 
accounting to be one answer. 

From its first day, Recordak effects 
an immediate saving. In the book- 
keeping department it cuts labor 
costs a third...saves 40% in ma- 
chine equipment...cuts stationery 
expense in half. It saves 90% in fil- 
ing space. With these savings go 
greater efficiency and protection. 
Recordak provides a permanent, in- 
disputable picture record of every 
transaction between the bank and 
its customers. 

You can have these economies 
and protection without capital in- 
vestment—for Recordak is never 
sold. A small monthly rental puts 
this system in your bank, and 
keeps it serviced without extra 
charge. 


RECORDAK 


1. It creates an immediate sav- 
ing...cutting costs as much as 
forty per cent. 

2. Rented ona monthly basis, it 
requires no Capital investment. 
3. It gives an authentic picture 
of the facts behind the figures... 
guarding against tampering, ex- 
traction and substitution. 

4. It cuts down storage space... 
gives you valuable extra room. 


5- It protects your customers 


against the inconvenience caused 
by lost checks and statements... 
and in so doing creates good 
will for your bank. 


RECORDAK 


THESE SIX FOLDERS 
GIVE YOU THE FACTS 


One—or all—of these 
free folders will tell you 
how your bank can enjoy 
Recordak economies. 

These folders showyou 
howto save on bookkeep- 
ing expense...floor space 
..-how to protect against 
fraud...gain good will... 
cut mail and messenger 
costs. 

Check the folders you 
wish to have—they’re 
yours fortheasking. Then 
mail the coupon today. 


NATION-WIDE SERVICE 


There are ten Recordak 
offices outside of New 
York City: in Boston, 
Philadelphia, Baltimore, 
Washington, Pittsburgh, 
Chicago, Los Angeles, 
San Francisco, Portland 
(Oregon), and Toronto. 


RECORDAK CORPORATION, 
350 Madison Avenue, New York City 


Please send me the checked folders: 


Applications | Recordak 
and Economies Transit System 


Protection New Business 


Recordak Single Small 
Posting Plan Bank Systems 


No Bank too Big... 
No Bank too Small to 


NAME 


BANK 


Y STREET AND CITY 


: 
gave with RECoppak 
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reflect the earning value of these 
funds when invested, subject to 
adjustment to meet varying in- 
terest rates. 


“‘d. Expense of collecting checks 
and other items deposited, debiting 
items, and other usual and special 
services. 


“e, Other expenses of the bank 
applicable to these accounts. 


“3rd. If the result indicates that 
the account is being carried by the 
bank at a loss the customer shall 
have the option of adequately in- 
creasing the balance carried, or of 
paying a charge which will reason- 
ably compensate the bank for the 
service rendered. 


“Ath. To avoid the necessity of 
making detailed calculations with 
respect toeach small account, banks 
may require a reasonable minimum 
balance to be carried by the deposi- 
tor and if such balance is not main- 
tained shall make an equitable 
charge. 


“Sth. A direct charge shall be 


made for all out-of-pocket expenses, 
such as exchange, collection, and 
other charges arising out of specific 
transactions for specific customers 
and actually paid or credited by 
the bank on behalf of such cus- 
tomers.” 

The cost figures under this uniform 
formula will be left to the discretion of 
each local clearinghouse or other local 
group subject to the final approval of 
the Administrator. 

We are submitting this definition of 
“Service Charges” and uniform formula 
for your approval, which, if approved, 
will allow The Banking Code Committee 
to advise the city and regional clearing- 
house associations and other banking 
groups that they are to revise their 
schedules or rules under the Fair Trade 
Practice provisions of sub-section (3) of 
Article VIII in accordance with this 
definition and formula. 

Sincerely yours, 
(Signed) RONALD RANSOM 
Chairman, 
The Banking Code Committee 


WASHINGTON, D. C. 
January 30, 1934 
Mr. Ronald Ransom, 
Chairman, Banking Code Committee, 
Washington, D. C. 
Dear Sir— 

In order to proceed expeditiously in 
the determination of “service charges”’ 
under the Banking Code, I will accept 
the suggestion of your letter of January 
30th, with this understanding. 

After service charges are determined 
by the various associations and ap- 
proved by the Code Authority, they 
must be submitted under the Code for 
the approval of the Administrator. 
When so submitted, they will be given 
consideration by the Administrator, 
with an opportunity to any parties in- 
terested to present objections to. the 
service charges as determined, or to the 
formula, with a public hearing thereon 
to be called in the discretion of the 
Administrator. In order that these 
matters may be worked out so that the 
specific rules provided for in the Code 
will be presented for approval, the 
hearing ten- (CONTINUED ON PAGE 48) 


Form of Proposed Fair Trade Practice Schedule 


Under Article VIII of the Code of Fair Competition for Banks 


TO effectuate the purposes of the National Industrial 
Recovery Act, the following fair trade practice provisions 
are established in accordance with the provisions of Article 
VIII of the Code of Fair Competition for Banks, approved 
by the President of the United States, October 3, 1933. 


SECTION I 
APPLICATION OF SCHEDULE 


The provisions of this Schedule shall be binding upon 
every bank subject to the Code of Fair Competition for 
banks in _____________. (Describe definitely 
the territory embraced by the Local Committee which is 
to be subject to the provisions of the Schedule.) 


SECTION II 
MAXIMUM HOURS OF BANKING 
(Set forth here the local agreement on uniform maximum 
hours of banking as provided for in Article VIII, Section 1, 
of the Code of Fair Competition for Banks.) 
SECTION III 
INTEREST 
(Set forth here the local agreement on interest as provided 
for in Article VIII, Section 2, of the Code of Fair Compe- 
tition for Banks.) 
SECTION IV 
SERVICE CHARGES 


(Set forth here the local agreement on service charges as 
provided for in Article VIII, Section 3, of the Code of Fair 


Competition for Banks and in accordance with the defini- 
tion of service charges and the uniform formula set forth 
in the accompanying letter from The Banking Code 
Committee. 

In submitting your schedule of “Service Charges” for 
review by The Banking Code Committee and approval of 
the Administrator, please bear in mind that only such 
factors as come within the above mentioned definition 
and formula are to be included. 

All charges for banking services set up by banks under 
Section 3 of Article VIII which are not factors in the defini- 
tion and formula relating to “Service Charges” are a 
matter of local autonomy and should not be forwarded to 
The Banking Code Committee.) 


SECTION V 
TRUST SERVICE 


The Statement of Principles of Trust Institutions, 
adopted by the Trust Division of, and approved by, the 
Executive Council of the American Bankers Association 
on April 6, 1933, which is appended as Schedule A of the 
Code for Banks, is hereby affirmed for the operation of all 
trust departments of banks and trust companies within 
the territory of this Association (or local group). 


SECTION VI 
EFFECTIVE DATE 


This Schedule shall become effective thirty (30) days 
after approval by the Administrator. 
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Now 9 OuT OF 10 NEW CAR FAMILIES 
CAN AFFORD AN OLDSMOBILE 


Put it this way—9 out of 10 families in 
every community who buy new cars this 
year will be Oldsmobile prospects. . . . For 
Oldsmobile, by invading the low-price field 
with an All-Feature Six at $640—and hold- 
ing the finer, more beautiful Eight to last 
year’s low, $845—now covers 96% of the 
entire automobile market! .. . 


SHOW SALES JUMP 1612... Covering 
the market is one thing. Se/ling the market 
is another. Oldsmobile is doing both. Olds- 
mobile’s retail sales at the automobile 
shows jumped 1614 ahead of last year!... 
No wonder dealers everywhere are joining 
the Oldsmobile dealer organization with an 
enthusiasm that added 503 new members 
the first forty days following the announce- 
ment of the new cars. The Oldsmobile fran- 
chise for 1934 offers more improvement in 
money-making opportunities than any other 
franchise in the entire automobile business. 
Olds Motor Works, Lansing, Michigan. 


(Price f. 0. b. Lansing) 
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tatively set for February 16th is hereby 
cancelled. 
Sincerely, 
(Signed) HUGH S. JOHNSON 
Administrator 


¢ 


NEw York, N. Y. 
February 21, 1934 


To Chairmen of Bankers NRA Com- 
mittees: 


Under date of December 29, 1933, 
General Hugh S. Johnson, National 
Recovery Administrator, suspended in- 
definitely the standard rules covering 
Fair Trade Practices submitted by 
The Banking Code Committee to local 
clearinghouse groups on December 21, 
1933. You are hereby advised that by 
resolution The Banking Code Commit- 
tee has withdrawn this standard set of 
rules. 

The Code Committee is of the opinion 
that the detail with regard to Fair 
Trade Practices with respect to service 
charges by banks is so largely connected 
with local problems, local conditionsand 
existing local practices that an at- 
tempted standardization of this char- 
acter is not practical of solution at this 
time. We have therefore submitted to 
General Johnson and he has approved a 
definition of the term “Service Charges” 
as follows: 

“The term ‘Service Charges’ is 
hereby construed to apply only to the 
determination of the method of com- 
pensating the banks on checking ac- 
counts, either in the form of adequate 
balances or charges. 

“These ‘Service Charges’ are to be 
determined by the application of a 
uniform rule or formula. 

“ Any other charges or analysis factors 
which banks may wish to make or use 
for services not specifically provided for 
in the Code and which are not set forth 
in this rule or formula shall be a matter 
of determination by individual banks 
or by clearinghouse agreement and 
shall not be controlled by Code author- 
ity.” 

We have likewise recommended to 
General Johnson and he has approved a 
standard formula as a basis to be used 
in determining Fair Trade Practice 
rules in effect between competing 
banks under subsection (3) of Article 
VIII of the Code— 


“1st. Accounts and results of 
operation shall be reviewed for the 
purpose of determining whether 
the bank is compensated for the 
service rendered to the customer. 


“2nd. The following factors 


shall be taken into account in the 
review: 

“(a) The average daily ledger 
balance. 

“(b) The actual amount of such 
balance as is available for loan or 
investment purposes after deduc- 
tion of float and reserve. 

“(c) The rate of income which 
shall reflect the earning value of 
these funds when invested, subject 
to adjustment to meet varying 
interest rates. 

“(d) Expenseofcollectingchecks 
and other items deposited, debiting 
items, and other usual and special 
services. 

“(e) Other expenses of the bank 
applicable to these accounts. 


“3rd. If the result indicates that 
the account is being carried by the 
bank at a loss the customer shall 
have the option of adequately in- 
creasing the balance carried, or of 
paying a charge which will reason- 
ably compensate the bank for the 
service rendered. 

“Ath. To avoid the necessity of 
making detailed calculations with 
respect to each small account, banks 
may require a reasonable minimum 
balance to be carried by the deposi- 
tor and if such balance is not main- 
tained shall make an equitable 
charge. 


“Sth. A direct charge shall be 
made for all out-of-pocket ex- 
penses, such as exchange, collection, 
and other charges arising out of 
specific transactions for specific 
customers and actually paid or 
credited by the bank on behalf of 
such customers.” 


We believe that this definition of 
“Service Charges” and the uniform 
formula, which have now been approved 
by General Johnson, will allow you to 
revise the service charges which are to 
be used either as analysis factors or as 
direct charges in event of inadequate 
balances, and will bring about a work- 
able solution of the practices under 
this section of the Code. 
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We are therefore returning to you 
the schedule of charges which you sub- 
mitted with the request that they be 
reconsidered in accordance with the 
above definition and formula and be re- 
submitted to The Banking Code Com- 
mittee for its consideration and for the 
approval of the Administrator. It 
should be clearly understood and made 
plain to all concerned that charges are 
not to become operative as part of the 
Code until expressly approved by the 
Administrator. The charges when ap- 
proved are to be minimum charges and 
mandatory. 

Your attention is called to the fact 
that in formulating local practices 
under the provisions of the Code it is 
only necessary for clearinghouse asso- 
ciations and other local or regional 
groups to enact their practices as cov- 
ered under Article VIII of the Code, 
and no reference to other articles of the 
Code is necessary in adopting your local 
schedule. 

You will observe that the actual cost 
figures under the uniform formula are 
left to the determination of each local 
group or association, subject to the 
final approval of the Administrator. 
Your clearinghouse or other local group 
will, therefore, apply the analysis 
formula and obtain actual cost figures 
for your own schedule of service charges 
and these cost figures must appear in 
your schedule when returned for ap- 
proval. 

You are further advised that until 
your revised schedules are resubmitted 
and approved the local rules which have 
been in effect prior to December 29, 
1933, may be continued in accordance 
with our communication to General 
Johnson under date of January 12, 
1934, and his reply of even date, copies 
of which have been forwarded to you 
and copies of which letters are attached 
to this communication. We are enclos- 
ing a model form of Schedule to be 
followed in submitting Fair Trade 
Practices for the approval of The Bank- 
ing Code Committee and the Adminis- 
trator. Kindly transmit four certified 
copies of the Schedule and six additional 
copies to the Secretary of your State 
Bankers Association for transmittal by 
him to The Banking Code Committee, 
22 East 40th Street, New York, N. Y. 

In your letter transmitting copies of 
the Schedule, please give the names and 
addresses of the local NRA Bankers 
Committee. 

Very truly yours 
(Signed) RONALD RANSOM 
Chairman 
FRANK W. SIMMONDS 
Secretary 


a 
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Reasons 


WHY THESE COMPANIES 


I FINANCIAL STRENGTH 


The COMMERCIAL UNION GROUP constitutes one of the 
largest and strongest insurance organizations in the world, and 
its operations extend to every phase of human activity. Through 
co-ordination, stability and efficiency each individual company 
stands high as a bulwark of safety. 


2 FUTURE PROTECTION 


The COMMERCIAL UNION GROUP has withstood the shocks 
of conflagrations and commercial recessions. Its financial ex- 
hibit gives assurance of its firm establishment as a lasting, 
representative organization, ably fortified to meet all future 
obligations. 


3 SERVICE 


The COMMERCIAL UNION GROUP embraces practically 
every known form of insurance and gives full dollar value to its 
Policyholders in point of service in all branches of its protection. 
It understands and meets successfully all problems, and offers 
to Policyholders, Agents and Brokers service and facilities that 
are unsurpassed. 


4 LOSS SETTLEMENT 


The COMMERCIAL UNION GROUP has never denied the 
payment of any legitimate claim. The ample surplus and reserves 
maintained by each individual Company, together with its con- 
servative investment policy, guarantee to its Policyholders that 
all legitimate claims will be paid. 


5 INTERNATIONAL REPUTATION 


The Ocean Accident and Guarantee Corporation, Limited 
American Central Insurance Company The COMMERCIAL UNION GROUP guards jealously the high 


Columbia Casualty Company esteem which Policyholders and Agents everywhere have for 
The California insurance Company each individual Company. 

The Palatine insurance Company, Limited 

The British General Insurance Company, Limited 

Union Assurance Society, Limited 

The Commercial Union Fire Insurance Company 


Are preferred by Agents and Brokers 


We invite you to review the financial statement of each of these Companies which 
will be furnished upon request to the 


COMMERCIAL UNION GROUP 


ONE PARK AVENUE 
NEW YORK 


CHICAGO ATLANTA SAN FRANCISCO 


These Companies Write Practically Alll Classes of Insurance, Except Life 
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This Is What 


Stabilization Means 


By JAMES C. DOLLEY 


The author is a faculty member at the School of Busi- 


ness Administration, University of Texas 


| 10 STABILIZE a currency is to fix 
its value in terms of one or more 
commodities by offering to convert 
the money unit into a stated amount of 
the commodity or commodities. 
During the past half century, most of 
the commercial nations of the world 
have stabilized their currencies in terms 
of gold. However, some countries, China 
for example, have utilized silver, and a 
few, such as India, have maintained the 
conversion of their currencies into a 
fixed amount of some foreign exchange. 


DOMESTIC PRICE LEVEL 


AMERICAN stabilization in terms of 
gold does not mean, of course, that the 
American level of commodity prices 
would be stabilized, for the command of 
gold over commodities changes con- 
stantly, chiefly because of variations in 
the demand for and supply of commodi- 
ties. Stabilizing in terms of gold, how- 
ever, would mean that the fluctuations 
of the dollar in terms of foreign curren- 
cies would be greatly lessened. 


FOREIGN EXCHANGE 


FOREIGN exchange rates with gold 
standard countries would tend to fluctu- 
ate narrowly within the gold points. 
Rates with silver standard countries 
would fluctuate more widely, shifting 
with the gold price of silver. Rates with 
paper standard countries, such as Eng- 
land, would be stabilized only from the 
American side and might therefore range 
widely, depending primarily upon the 
changing value of the paper currencies. 

To repeat, therefore, dollar stabiliza- 
tion, whether in terms of gold or of sil- 
ver or of gold and silver together, does 
not of itself imply a stable level of com- 
modity prices. Nor will it ever produce 
absolutely stable foreign exchange rates. 
However, if all other countries should 
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adopt the same monetary standard as 
does the United States, the value of the 
dollar in terms of foreign currencies will 
tend to fluctuate within narrow limits. 


GOLD STANDARD 


TO stabilize the dollar in terms of gold 
does not, of course, produce a perfect 
standard of deferred payments, for the 
purchasing power of gold itself varies 
over a period of years. However, past 
experience has demonstrated clearly 
that gold is much more stable in value 
than any other commodity which has 
ever served as a monetary base. 


COMMODITY STANDARD 


SHOULD the compensated dollar or 
commodity standard be adopted, it 
would involve the adoption of a mone- 
tary unit representing a quantity of gold 


varying with some selected index of 
commodity prices. Such action would 
require that Congress should amend the 
Gold Standard Act, redefining the gold 
content of the dollar and setting up the 
machinery for determining the varia- 
tions in gold content. Possibly, also, the 
Federal Reserve Act and the National 
Banking Act would be modified so as to 
change or eliminate the existing legal 
reserve ratios for commercial and cen- 
tral banks, and also to require the 
Federal Reserve Board to adjust its 
discount policy with a view to stabiliz- 
ing commodity prices. 


BIMETALLIC STANDARD 


IF bimetallism should be adopted, it 
would be necessary for Congress to pro- 
vide by law for the free and unlimited 
coinage of both gold and silver at some 
predetermined ratio, and to make all 
currency convertible into either silver 
or gold. Indeed, under the Thomas 
rider, the President could, by proclama- 
tion, provide for the unlimited coinage 
of silver and gold at any ratio which he 
saw fit to use. Past experience has re- 
vealed conclusively that it is impossible 
to maintain the mint ratio of gold and 
silver precisely equal to the market 
ratio. The result has been that either 
gold or silver has been overvalued at 
the mint and, under the operation of 
Gresham’s Law, the overvalued, or 
cheap, metal has driven the dear metal 
out of circulation. As a consequence, the 
bimetallic country has in actuality been 
on either a gold or a silver standard, de- 
pending on (CONTINUED ON PAGE 56) 


Waiting room in the Executive offices at the White House. The owners of 
the coats are talking to the President. Each group with a money plan 
seeks the Executive ear 


| 
= 
= 
Re 
0.8 0. | 
| 


AMERICAN BANKERS ASSOCIATION JOURNAL, March 1934 


NORTH BRITISH & MERCANTILE 
INSURANCE COMPANY, LTD. 


(U. S. BRANCH) 


FINANCIAL STATEMENT 


Condition as of December 31st, 193535 


ASSETS 


U.S. Government Bonds . . $ 3,685,272.33 
U. K. Government Bonds . . 363,000.00 
State, County and Municipal Bonds 1,972,746.77 
Railroad, Public Utility and other Corporation Bonds. 53115,308.62 
Stocks (99% Preferred or 1,053,854.00 
Cash in Offices and Banks. . . . 953,086.71 
Interest accrued on Investments . 2 139,530.97 
Balances due from agents, brokers and other i insurance ¢ companies 

in course of collection not over go daysdue ..... 1,257,942.97 


$ 14,540,742.37 
LIABILITIES 


Losses in process of adjustment $ 921,049.96 
Unearned portion of premiums on policies i in force -s & 2 6,980,819.35 
Federal and State Taxes and sundry items . . 459,685.93 


Contingency Reserve (None required because security values at actual market quota- 
tions December 31st, 1933 exceeded by $60,684.03 the values on the basis approved NIL 


by the New York Insurance Department carried in assets) 


$ 8,361,555.24 


Statutory Deposit $ 400,000.00 
*Net Surplus 5779,187.13 6,179,187.13 


$ 14,540,742.37 
*Surplus to Policyholders . ....... . $ 6,179,187.13 


* Net Surplus and Surplus to Policyholders would have been greater by $60,684.03 if 
investments had been carried at actual market quotations as of December 31st, 1933 


1809 e 125 YEARS OF STABILITY AND ENTERPRISE ¢ 1934 
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Life Insurance 
Annuities 


By FRED B. PEAKE 


The author is president of the Suburban 
Trust and Savings Bank, Oak Park, 
Illinois 


stopped at my desk and informed 
me that he planned to buy an 
annuity. 

“I’m pretty sure the company is all 
right,” he said. “ But I’m going to spend 
$50 for an opinion from my attorney. If 
he confirms my impression of this outfit, 
I’m going through with it.” 

To my mind, knowing the high rep- 
utation of this particular company 
over a long span of years, this second 
man seems a bit overcautious. It would 
be a real benefit both to bankers and 
their depositors and to the leading 
insurance companies if the latter de- 
vised some method of keeping bankers 
informed of their standing and opera- 
tions. Of course we get the annual 
financial statements and other informa- 
tion occasionally from the three or four 
companies in which we hold policies. 
But of the remaining companies, unless 
we consume considerable time and 
effort in investigation, we know no more 
than the general public does. It would 
pay insurance companies of good stand- 
ing to adopt some method for keeping 
us up to date on our insurance facts. 

Recent questions from depositors 
regarding this form of investment have 
led me to suspect that annuities are 
growing in popularity. The leading 
company on annuities, I am told, has 
more than 140,000 people accumulating 
funds for retirement incomes. 

The place of the annuity in the finan- 
cial picture was set forth in a recent 
speech entitled “Life Insurance and the 
Banker”, made by John C. Mechem, 
vice-president of The First National 
Bank of Chicago. Mr. Mechem said: 

“Perhaps the unique contribution 
which the life insurance business has 
made to the financial world, and cer- 
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S stop time ago an elderly customer 


tainly the one the advantages of which 
are being substantially overlooked, is 
the annuity principle. This principle is 
peculiar to life insurance. We do not 
have it in the banking world. We can 
loan money to be repaid with interest. 
We can accept deposits to be paid on 
demand either with or without interest. 
We can assume the trusteeship of funds 
by which the interest is to be payable to 
one person for a specified period of time, 
and then the principal to another. We 
can even accept trusts where the income 
payments are to be augmented by 
periodic payments from the principal, 
but we have no method by which the 
principal and the income can be joined 
together to guarantee a fixed equal 
annual income to a designated person 
for the entire term of his or her natural 
life. I assume that the scheme of re- 
ceiving interest on money invested 
must have originated with a banker, but 
it took the addition of the life insurance 
principle to evolve the annuity. 

“And so, I say it is a great and unique 
contribution to our financial structure 
and one which in my judgment is not 
being taken advantage of or being 
advocated sufficiently by either the life 
insurance companies or the trust com- 
panies. The possibilities of its applica- 
tion seem to me tremendous. Suppose 
that I am not particularly wise in in- 
vestments, or suppose that I am not 
particularly successful in business, or 
suppose that I am speculatively inclined 
so that money easily made is easily lost 
again. Suppose any one of these and 
then assume that in a particularly good 
business year or by a particularly good 
investment, or by a particularly happy 
speculation, or even, if you please, by 
inheritance, I find myself in present 
possession of a reasonably substantial 
sum of money. Part of it I shall want to 
use in my business, or put in sound in- 


9 A.M. 


Most persons of regular working habits 
hope sometime to enjoy an assured in- 
come at their leisure 


vestments under the advice of others, or 
even use in future speculation, but to 
what better use can I possibly put the 
balance than to purchase for myself an 
annuity which will assure me a fixed 
income as long as I live regardless of the 
vicissitudes of business, the whims of 
fortune or my own extravagant or 
speculative propensities? 

“ Assume again an aged or dependent 
friend or relative, the responsibility for 
whose support devolves on me. How 
better can I guarantee the fulfillment of 
that obligation regardless of the ebb or 
flow of my own prosperity than by the 
purchase of an annuity? 

“Assume the common case which we 
see so often in the trust business of a 
man with a very small estate whose sole 
responsibility after his death is the care 
of a wife or a daughter during her life- 
time. If he places his estate in trust for 
her benefit, he will keep his principal 
intact, which is estimable in itself, but 
he will probably do so at the expense of 
giving his beneficiary an income suffi- 
cient for her needs. How much better it 
would have been had he directed his 
executor to use the entire estate to 
purchase an annuity for the beneficiary 
so that she might live in reasonable 
comfort for the balance of her life.” 

It is interesting to read of some rare 
types of annuities that very few individ- 
uals except (CONTINUED ON PAGE 56) 
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NEW YORK LIFE 


INSURANCE COMPANY 


A MUTUAL COMPANY FOUNDED IN 1845 


INCORPORATED UNDER THE LAWS OF THE STATE OF NEW YORK 


897 ANNUAL STATEMENT, DECEMBER 31, 


To the Policy-holders and the Public:— 


The service of a life insurance company is measured, 
largely, by its returns to policy-holders and beneficiaries. 
By this standard the New York Life accomplished more in 
1933 than in any other year since it began business in 1845. 


In this year of stress, in addition to making many 
policy loans, the Company paid the enormous sum of 
$255,977,483 to policy-holders, beneficiaries, and annui- 
tants. 


It closed the year with Assets amounting to 
$2,010,943,112, the largest in its history, valued as pre- 
scribed by the National Convention of Insurance Commis- 
sioners. The Company’s total Liabilities were 
$1,896,651,321. 


Its surplus funds reserved for general contingencies 
amounted to $114,291,791. 


In the interest of conservatism, the Company volun- 
tarily set up in its liabilities two special contingency re- 
serves as follows: $21,014,507, which is the difference 
between December 31, 1933 market quotations and the 
values carried in Assets of stocks, and of bonds in default, 
bonds of companies in receivership, and bonds which for 
any reason are not carried in Assets at amortized value; 
and $7,500,000 for deferred mortgage interest collections, 
which are larger than normal due to the general economic 
situation. 


The Company also set aside a reserve of $48,038,244 
for apportionment of dividends during 1934, a sum suf- 
ficient to provide the same regular annual dividend on each 
individual policy as was paid in 1933, except on term 
insurance policies. 


Of special interest was the increased demand for annui- 
ties. Many men and women, desiring to secure a fixed 


BOARD OF 


1933 


income for life and relief from investment worries, placed 
their capital in annuities providing a guaranteed life in- 
come. The total so invested was $20,662,386, a larger 
amount than in any other single year. 


The total insurance in force represented by 2,672,876 
policies was $6,869,268,269. The total new paid for in- 
surance was $378,669,800. 


The following table shows the diversification of the Com- 
pany’s Assets as reported to the Insurance Department of 
the State of New York and valued as stated above: 


Per Cent 


Cash on Hand or in Bank . . $30,943,412.43 | 1.54 
United States Gov’t. Bonds 98,164,386.21 | 4.88 
State, County, Municipal Bonds . 154,913,244.26 | 7.70 
Public Utility Bonds ? . 154,483,453.00 | 7.68 
Industrial and Other Bonds . . 18,598,126.14 -93 
Railroad Bonds . . 360,293,658.42 | 17.92 
Canadian Bonds 39,957,188.69 | 1.99 
Foreign Bonds 2,064,448.32 
Preferred and Guaranteed Stocks 67,923,705.64| 3.38 
Real Estate (Including Home Office) 72,477,359.29 | 3.60 
First Mortgages, City Properties . 495,297,998.40 | 24.63 
First Mortgages, Farms . 17,353,431.95 86 
Policy Loans . 413,873,648.41 | 20.58 
Interest & Rents ue & Accrued . 41,269,429.08 | 2.05 
Other Assets 43,329,621.78 | 2.16 


TOTAL ASSETS $2,010,943,112.02 | 100% 


Further information about the Company will be fur- 
nished upon request to its Home Office at 51 Madison 
Avenue, New York, or to any of its Branch Offices through- 
out the United States and Canada. 


OH 


President 


DIRECTORS 


JOHN E. ANDRUS 
Manufacture: 
Arlington Company 
Yonkers, N. Y. 


JAMES ROWLAND ANGELL 
President, Yale University 
New Haven, Conn. 


NATHANIEL F. AYER 
Treasurer, Cabot Mfg. Co. (Textiles) 
Boston, Mass. 


CORNELIUS N. BLISS 
Chairman of Board, 
Bliss, Fabyan & Company 


HENRY BRUERE 
President, Bowery Savings Bank 


MORTIMER N. BUCKNER 


Chairman of Board, 
ew York Trust Company 


THOMAS A. BUCKNER 


President 


NICHOLAS MURRAY BUTLER 


President, Columbia U niversity 


CHARLES A. CANNON 
Chairman of Board 
Cannon Mills Company 
Kannapolis, N. C. 


GEORGE B. CORTELYOU 
President, Consolidated Gas Co. 


WILLIAM H. DANFORTH 
Chairman of Board, 
Ralston-Purina 
St. Louis, Mo. 


ROBERT E. DOWLING 
President, City Investing Co. 


JAMES G. HARBORD 
Chairman of Board, 
Radio Corporation of America 


CHARLES D. HILLES 
Resident Manager, New York State 


Employers’ Liability Assurance Corp. 


HALE HOLDEN 
Chairman of Boar 
Southern Pacific Company 


CHARLES EVANS HUGHES, Jr. 


Hughes, Schurman & Dwight 


ALBA B. JOHNSON 
Retired 
Philadelphia, Pa. 


PERCY H. JOHNSTON 
President, 
Chemical Bank & Trust Company 


WILLARD V. KING 
Retired 
GERRISH H. MILLIKEN 
Deering, Milliken & Co. 
FRANK PRESSREY 
Chairman of Boar 
Frank Presbrey = Advertising 
ALFRED E. SMITH 
Former Governor, 
State of New York 
J. BARSTOW SMULL 
Vice-President, 
J. H. Winchester & Company, Inc. 
PERCY S. STRAUS 
President, R. H. Macy & Co., Inc. 
RIDLEY WATTS 


Direct 
Bank & Trust Company 
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FRANK KENT — JOHN H. FAHEY 


A Yearful 


(CONTINUED FROM PAGE 16) 
forward to his campaign did not realize 
these things himself, in the middle of 
January, down to Washington came 
Father Charles E. Coughlin, the Detroit 
radio priest. With a voice that rang 
with conviction and vibrated with 
feeling, the Rev. Coughlin informed 
members of Congress that those 
who failed to support the President’s 
policies were playing with political 
dynamite; that if those policies were 
not enacted a revolution would occur 
that would make the French revolution 
seem pale and puny; that it is “ Roose- 
velt or Ruin”; that that President is 
inspired by God. Only the simple and 
superstitious shivered at this nonsense. 
There are, however, a great many of 
these, and such ominous oratory has its 
effect. The net of all this is that the 
average Congressman, Republican as 
well as Democrat, sees no nourishment 
and a great deal of personal political 
risk in going contrary to the sort of 
public sentiment that exists today, and 
he does not intend to do it. There are 
plenty of members who by no means 
regard Mr. Roosevelt as inspired by 
God, who know the bubble of the bil- 
lions cannot last and who are apprehen- 
sive about the future. 

Furthermore, there isn’t anything 
that can be done about it. Having once 
launched these gigantic schemes, we 
have got to go on with them to the end. 
There are those who believe the sooner 
these schemes crash the cheaper for us 
all, but not even those have the nerve to 
precipitate the chaos by abruptly stop- 
ping while we are still so high in the air. 
Actually, Congress has nothing aside 
from administration measures to engage 
its attention. There was a time in ses- 
sions immediately preceding an election 
when members of Congress were intent 
upon “pork”. “ Pork bills” appropriat- 
ing millions for postoffices, harbor 
dredging, bridges and new custom- 
houses, regularly made their appear- 
ance, and were regularly denounced by 
the press and opposed by the current 
President. Those days have gone, so far 
as this Congress is concerned. The Pub- 
lic Works Administration, under com- 
pulsion to spend upwards of three 
billion, has scoured the country for 
projects so thoroughly that today the 
most ingenious member could not find 


a way to spend a dollar. Cities and 
states are being prodded by the Govern- 
ment to accept Federal funds for public 
works, and scolded because they do not 
arrange to spend it fast enough. The 
individual Congressman has reached the 
stage where he has almost lost interest 
in trying to get Government money for 
his district. It is available faster than 
he can take it, for more things than he 
can think of. Considering this crazy 
state of affairs, it is not surprising one 
finds Congress at this session inert, 
without initiative or ideas, bereft even 
of its potential capacity for extrava- 
gance. Occasionally, as I have said, it 
will put on a show. Occasionally, in the 
Senate, led by men like Borah, Glass or 
Nye, features of the Roosevelt program 
such as the N.R.A. and the fiscal policy 
will be assailed. But, at bottom, it will 
be a hollow show—and futile. So long 
as this great rushing stream of cash 
continues to flow, Congress may just as 
well save its breath. 


Money for Homes 


(CONTINUED FROM PAGE 19) 
Splendid vision and cooperation have 
been shown by many commercial bank- 
ers in the organization of Federal sav- 
ings and loan associations. Their action 
in this regard bespeaks sound banking 


Uneasy Lies the Head 
That Wears a Crown 
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judgment, in my opinion. Federal sav- 
ings and loan associations are local, 
mutual thrift and home financing insti- 
tutions under Federal charter. They 
operate under the soundest principles 
of home loan investment developed by 
mutual savings banks and building and 
loan experience. They are formed solely 
at the instance of local business men. 
Charters are granted only in communi- 
ties where home financing resources are 
now lacking, and where a Federal 
savings and loan association would 
create no injury to existing institutions. 


THEIR FUNCTION 


SUCH an association affords direct 
relief to the commercial banks in its 
locality by removing the burden of 
existing loans on homes and applica- 
tions for home mortgage loans, which 
commercial banks are naturally reluc- 
tant to carry. The savings of people of 
large and small means who invest in the 
shares of such an association are not 
withdrawn from the commercial banks. 
On the contrary, they flow directly into 
the local building trades and construc- 
tion industries, and continue to revolve 
entirely around the commercial banks 
themselves. These associations assist 
materially in placing home mortgage 
finance upon the long term basis where 
it belongs, lifting it from the shoulders 
of financial agencies which, by their 
nature, must be confined largely to 
short term corporate and commodity 
loans and to demand deposit activity. 
Federal savings and loan associations 
seem destined to promote a more stable 
market for urban homes, lower cost 
home ownership, more widespread and 
intelligent thrift among the population 
and a more efficient means of extending 
home mortgage credit than has been 
available in America in the past. Thou- 
sands of home owners throughout the 
country are now eager and ready to 
make long deferred expenditures for 
maintenance and modernization, and 
are only deterred from such commit- 
ments by the difficulty of obtaining 
mortgage money. Federal savings and 
loan associations afford such a source of 
funds, and their employment would go 
far to restore and maintain a higher 
level of activity in construction and 
heavy industry. Commercial banks 
would be among the most direct bene- 
ficiaries of such a development. 
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ONE HUNDRED-AND-SIXTY-FIRST SEMI-ANNUAL STATEMENT 
DECEMBER 31, 1933 


ASSETS 


Cash in Banks and Trust Companies $10,051,289.58 
United States Government, State, County and Municipal Bonds 17,203,728.78 
Other Bonds and Stocks 51,450,277.54 
Premiums in course of Collection 9,673,667.11 
Accrued Interest 474,553.00 
Other Admitted Assets 825,866.00 


$89,679,382.01 


Cash Capital $12,000,000.00f 
Reserve for Unearned Premiums 35,789,411.00 
Reserve for Losses 5,899,173.00 
Reserve for Unpaid Reinsurance 1,003,423.48 
Reserve for Taxes and Accounts 900,000.00 
Contingency Reserve 6,594,777.00* 
NET SURPLUS 27,4992,597.537 


* Contingency Reserve—representing difference between value carried in Assets 
and actual December 31, 1933 Market quotations on all bonds and stocks owned. $89,679,382.01 


SURPLUS AS REGARDS POLICY-HOLDERS, $39,492,597.531 
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CONTINUED— 


Stabilization 


(CONTINUED FROM PAGE 50) 
which metal was at the time over- 
valued. Unless the other commercial 
nations of the world adopted bimetal- 
lism simultaneously, and such a de- 
velopment is most unlikely, there can 
be no doubt but that bimetallism would 
again prove to be a dismal failure. 


SYMMETALLIC STANDARD 


THUS far no nation has adopted sym- 
metallism as a monetary standard. Un- 
der this standard, the money unit would 
represent and be convertible into a 
given weight of gold plus a given weight 
of silver. The value of such a unit in 
terms of foreign currencies would de- 
pend upon the market prices of two met- 
als instead of one, and, it is claimed, 
would therefore provide a more stable 
purchasing power. Should symmetallism 
be adopted, it would be necessary for 
Congress to modify the Gold Standard 
Act, redefining the dollar as a given 
weight of gold and silver combined, but 
forbidding the coinage of standard me- 
tallic dollars. Only paper money and 
fractional silver would circulate, stand- 
ard bars of silver and of gold being 
minted for international payments. No 
free coinage either of silver or of gold 
would be provided, but the Government 
would purchase silver or gold bullion at 
market prices as needed. 

As in breaking and mending a vase, 
the unstabilizing of a currency is vastly 
easier than the later stabilizing. 


Acceptances 


(CONTINUED FROM PAGE 29) 
bank would have additional funds for 
which it had no profitable use, particu- 
larly in times of slight cash demands 
and excess reserves. 

There is never a time when banks 
with temporarily unused funds, either 
from the proceeds of their own accept- 
ances sold or a steady gain of deposits 
over clearings, are without access to the 
discount market where bills of other 
banks in any desired amount may be 
purchased with at least a fair profit to 
the purchaser. 


Stabilization 
Acceptances 


Annuities 


DOLLAR DEPRECIATION 


of an acceptance credit over a straight 
loan it will make possible the transfer 
of a great volume of “loans” to “ac- 
ceptances”’ and the release of just so 
much cash for “investments”. Fur- 
thermore, commerce will then be financed 
with the cleanest credit obtainable and 
at the lowest possible cost. 

It is pertinent to note here that the 


‘Government could leave much if not 


all of its emergency commodity financ- 
ing to the accepting banks. This is a 
banking function and it would be profit- 
able to the Government, as well as of 
real advantage to the borrower, if it 
were not only left to, but put upon, 
the banks to handle. 


va, Annuities 


CLEVELAND TRUST BULLETIN 


At the beginning of a recovery period, 
that is now reasonably certain to be 
under way and expected to be in full 
swing within a matter of months, this 
argument that excess reserves prevent 
the full use of acceptance credits is not 
very convincing. 

It is not denied that excess bank 
reserves now stand at approximately a 
billion dollars, but in one recent week 
the “securities”? item in the Federal 
Reserve report of member banks showed 
an increase in holdings of United States 
Government obligations of $541,000,000 
and it is as certain as can be that, with 
successive issues, the banks will be 
called upon to absorb a heavy portion 
of the many billions of Government 
offerings during 1934. 

Admitting that the purchase of 
Government securities will result in 
some increase in deposits and that, 
through Government spending, more 
money will be in circulation, ultimately 
returning to the banks and further 
aggravating the excess bank funds prob- 
lem, nevertheless there is abundant 
evidence that within the current year 
the banks of the United States will have 
full opportunity for the use of every 
form of credit available to them. If the 
important banks all over the country, 
not at present accepting, will become 
acceptance-minded and, by taking the 
initiative, will show their commercial 
borrowers the advantage and economy 


(CONTINUED FROM PAGE 52) 
insurance underwriters know about— 
for example, the survivorship annuity 
and the joint and survivor annuity. 
However, we bankers may never have a 
question on these. A grasp of the funda- 
mentals of the more usual types is, 
therefore, all that we really need. 

The commonest type, of course, is the 
single premium life annuity which some 
companies have been selling for more 
than half a century. Mr. Jones lays 
down, say $75,000, and says, “Pay me 
the income monthly for life which that 
will buy.” 

If he takes the plain life annuity it 
continues only till he dies, and then the 
insurance company’s obligation ceases. 
On the other hand, if he takes a refund 
annuity and the company has paid only 
$65,000 by the time he dies, the re- 
maining $10,000 must be paid to his 
beneficiary. Of course, the income the 
company can agree to pay him is 
materially less under the refund annuity 
plan. Both, however, are life incomes for 
the principle annuitant. 

About 12 years ago a leading insur- 
ance company came out with a plan 
whereby a young man or woman could 
accumulate in productive years the 
amount necessary for a retirement 
annuity. The customer deposits so much 
a year—$100 is a unit—and can stop 
and take his life income or accumula- 
tions in cash at any time between 50 and 
70 years of age. If he stops in a few years 
he can draw out only what he has paid 
in, plus some interest. 

The ready response of the public to 
this plan has led other companies to 
offer it also. 

We must admit that if insurance 
companies can succeed on a broad scale 
in teaching the American public to be 
steady, consistent savers, we owe them 
a debt of gratitude. 
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Recently 


(CONTINUED FROM PAGE 9) 


under an act of this sort is the question 
of what the creditors propose to do 
about it. 


Trade Banks 


The new Export-Import Bank of 
Washington, organized to finance trade 
with Russia and possibly Latin America 
and the Balkans later on if it works, has 
some extraordinary features. It is or- 
ganized with $1,000,000 in common 
stock subscribed by the P.W.A. and 
$10,000,000 in preferred stock sub- 
scribed by the R.F.C. Its board of 
“trustees”’ consists of two representa- 
tives of the State Department, one 
representative of the Federal Treasury, 
the Commerce Department, the Agri- 
cultural Department and the Federal 
Trade Commission, and two representa- 
tives of the R.F.C. in the person of its 
general counsel and the head of the 
Commodity Credit Corporation. In the 
absence of practical banking knowledge 
and experience this organization as a 
bank set-up is extraordinary. 


Market Support 


Treasury purchases of Government 
obligations during January and Febru- 
ary have been in volume roughly cor- 
responding to statutory sinking fund 
requirements. Evidently it is no longer 
considered necessary for the Govern- 
ment to support the market for its own 
obligations as was the case for some 
weeks in the course of the dollar devalu- 
ation campaign. Underneath the pres- 
ent market, however, are the all-sup- 
porting arms of the $2,000,000,000 
stabilization fund. The fund is there, to 
be used if necessary. Small change 
purchases are no longer of any striking 
importance. 


Licenses 


The individualistic American farmer 
is certainly hard to control. The Federal 
Farm Board tried coaxing; the A.A.A. 
has tried buying; and now the proposal 
is to drive him. The plan whereby every 
farmer in the South must have a license 
from the Government of the United 


States before he will be allowed to mar- 
ket cotton offers possibilities which are 
at least picturesque. 

Whether the license will be of the tip- 
pling house sort which can be nailed up 
on the barn door or will be of the auto- 
mobile variety duly authenticated by a 
license plate attached to the licensee’s 
coat tail does not appear. It is also un- 
certain whether the cotton raiser is to be 
fined for producing more than his quota 
of staple or whether he will be subjected 
toa prohibitory tax. Both methods have 
been tried in other times for the control 
of the liquor traffic and not always with 
conspicuous success. 


Profit 


No one is likely to question the wis- 
dom of the Government in maintaining 
intact the so-called profit of around 
$3,000,000,000 growing out of gold de- 
valuation and of financing the current 
deficit by borrowing. In the tremendous 
monetary manipulation undertaken by 
the Federal Treasury a large reserve 
should be always at hand. So far in its 
financing program the Treasury has 
been highly successful and it will prob- 
ably continue to be successful, but 
should the market for Government ob- 
ligations turn sour the presence of this 
loose change in Federal coffers will be 
eminently convenient. It may be used 
as cash to meet expenses or it may be 
used to support the market for securi- 
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ties. Eventually it may be used to 
reduce the public debt. 

Nor is there occasion for criticism in 
the disposition of the Treasury authori- 
ties to withhold use of the $2,000,000,- 
000 stabilization fund as long as possi- 
ble. The problem of attaining and main- 
taining the new parity of the dollar in 
foreign markets can best be solved when 
all the returns are in and all the factors 
are known. 

It is the intention of the authorities in 
Washington to avoid such use of the 
stabilization fund as will involve a 
monetary war with other nations and 
other funds such as the British equal- 
ization fund. The longer the use of the 
American stabilization fund can be 
postponed the longer will the danger of 
such a war be postponed and the 
greater will be the chances of avoiding 
such a.war. 

No one knows what the outcome of 
American monetary manipulation will 
be for the simple reason that no one 
knows what other nations are going to 
do about it, and stabilization with re- 
spect to the new parity is of far less im- 
portance than stabilization with respect 
to other currencies. 

So long as the United States keeps its 
fighting funds intact and its financial 
powder dry it retains a command of the 
situation which it may possibly lose 
through too prompt action in the face of 
possibly hostile and clever action from 
across the Atlantic. 
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The Industrial Horizon 


Five Industrial Executives Describe What They See 


Tires 


By P. W. LITCHFIELD 


President, Goodyear Tire and 
Rubber Company 


a activity is now going 
ahead and upward at a quite mod- 
erate and healthy rate. Real confidence 
in the outlook at last seems to have been 
definitely renewed, after more than four 
years of fear for the future. 

This confidence has been reflected in 
the cities and on the farms, with the in- 
come of the agricultural sections of the 
country 40 per cent more than a year ago. 
Mailorder houses and retail outlets gen- 
erally are enjoying a good volume, par- 
ticularly in the South and Central West. 
In the cities, department store sales are 
most encouraging. 

During the past month, with prices 
increasing and freight car loadings, steel 
production, electric power consumption, 
employment and payrolls exceeding a 
year ago by comfortable margins, and, 
of particular importance to the tire in- 
dustry, the first sincere interest in the 
new car models at the automobile shows, 
the new year is definitely off to a healthy 
start. Head work and conservation of 
driving power will largely determine the 
long term outlook. 

The outlook for the tire industry 
is quite favorable. The total unit sales 
by the industry in 1933 were about 
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43,000,000 tires, an increase of 8 per 
cent over 1932. This increase was con- 
tributed entirely by original equipment 
business, new motor vehicle production 
in the United States going from 114 mil- 
lion in 1932 to just short of 2 million 
vehicles in 1933. The outlook for 1934 is 
between 2,500,000 and 3,000,000. 

The renewal tire sales in 1933, 
amounting to 32,600,000, were approxi- 
mately the same as 1932. The outlook 
for this year is 34,000,000 tires. 

Contrary to common belief, the con- 
sumption of tires per car has not fallen 
off to any marked degree during the last 
three years, it being about 1.5 tires per 
car in 1933 and 1930, after due consid- 
eration is given to such factors as spare 
tires, which are now reported in original 
equipment sales and in 1930 were re- 
ported as renewals. 

While tire quality has increased dur- 
ing this period, the increased car speed, 
more powerful brakes, more stopping 
and starting, smaller diameter tires and 
some price buying due to the depression 
have all been apparently offsetting 
factors. 

Our company has continued to main- 
tain and enjoy its position in the indus- 
try. This is borne out both in actual sales 
and,aswell, by various surveys made dur- 
ing the past year. Likewise, in the other 
two tire markets, namely original equip- 
ment and export, we have made a most 
satisfactory showing. 

With an aggressive and loyal dealer 
organization, high public preference, a 
strong cash position and a high ratio of 


current assets to liabilities the outlook is 
quite satisfactory for Goodyear for 1934. 

With three of four great forces funda- 
mental to good business now active— 
agriculture, steel and automobiles—the 
remaining force—building—has yet to 
do its part. Probably it will come into 
play again when most needed. 

As the year progresses Government 
plans and policies should help effect con- 
tinued improvement, resulting in a total 
1934 volume of business of at least 10 
per cent over 1933. 


Automobiles (I) 


By MARVIN E. COYLE 


General Manager, Chevrolet 
Motor Company 


N February 6 our employment was 
practically equal to the all-time 
high for our company. The people on 
Chevrolet payrolls totalled 55,008 as 
compared with 33,727 at the same time 
one year ago. At the Fisher body plant 
25,000 people were employed exclu- 
sively on Chevrolet bodies as compared 
with 19,000 a year before. In those com- 
parisons is about as complete a story of 
our business improvement as could be 
written. 

For the first time since 1929 we are 
headed for capacity production, and 
we are going to full capacity just as 
rapidly as we can possibly step up our 
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manufacturing schedules. We had on 
hand, one month after our 1934 cars 
were first shown to the public, retail 
orders for 108,500 cars and trucks (for 
delivery from dealers to consumers). On 
February 8 we produced 3,349 cars and 
trucks, and our daily average is gaining 
rapidly, for our men are now becoming 
accustomed to the new operations. 

Our sale of trucks in January of this 
year was about two times as great as in 
January, 1933. A truck represents a 
capital investment for business pur- 
poses, because the purchaser buys only 
when he knows where and how he is go- 
ing to use his truck and he expects it 
to make money for him. Hence, it is 
fair to assume that this increase in truck 
sales of Chevrolet represents a fair index 
of the purchasers’ belief in recovery of 
the present and immediate future. 

Two factors necessary for economic 
recovery are regular employment of 
workmen and consumption of commodi- 
ties. The support of our customers en- 
ables us to contribute heavily to each of 
these factors. 

From present indications our plants 
will be working full time for many 
months to come and our workers will 
have steady and gainful employment. 
Wages have been increased 20 per cent 
since May, 1933, and our average rate, 
after allowing for the training and skill 
required on the various operations, av- 
erages over 69 cents per hour. 

We hope to attain our full daily capac- 
ity during February. When this is ac- 
complished we will consume more than 
7,500 tons of raw materials daily in the 
production of Chevrolet cars and trucks. 

There is no need to generalize on these 
facts, or to attempt to draw conclusions. 
They seem to me entirely obvious, and 
are sufficient to provide all business a 
better prospect for this year than even 
the most sanguine dared to hope for. 


Glass 


An interview with an official of 
Libbey-Owens-Ford Glass Company 


VERY indication is for better vol- 
ume and better profits in this com- 
pany’s business for 1934 than for 1933 
—and 1933 showed a great improve- 
ment over the two years preceding it. 
These indications come from the figures 
compiled within the company, and also 
from statistics and estimates bearing on 
the company from external sources. 
For example, Dodge reports of resi- 
dential contracts let in 37 eastern states 
show December, 1933, up 84.4 per cent 


Forecast by the Cleveland Trust Bulletin 
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over December, 1932, and total build- 
ing contracts up 95.1 per cent. This has 
an importance for the company, al- 
though it has not yet been felt in its or- 
ders or shipments. Glass is one of the 
last materials to go into the finished 
building structure. Therefore an upturn 
in building contracts does not affect 
sales of window glass and plate glass for 
several months—but eventually it shows 
up in the company’s figures. Since there 
has been a decided upward trend in 
construction for the past four or five 
months, better times are seen ahead. 

Because construction has been at so 
low a level, the percentage of glass used 
in building has steadily fallen as con- 
trasted with the percentage in other 
uses, particularly in automobile manu- 
facture. The 1933 increase in sales was 
far more pronounced in plate and par- 
ticularly in safety glass than in window 
glass, and by all the indications this will 
continue in 1934. 

In 1930 the company made a profit; 
in 1931 and 1932 it lost money; in the 
first nine months of 1933 it made 
$3,700,000, or about $1.44 per share of 
stock. Business in 1933 was improving 
progressively. After the end of the first 
half-year window glass sales improved. 
Since there was very little new construc- 
tion of the type that requires window 
glass, the only conclusion to be drawn 
was that householders were finally get- 
ting around to replacing cracked and 
broken window panes. Certainly the 
volume indicated either a piled-up de- 
mand or else a national epidemic of 
stone-throwing. Automobile demand 
was excellent throughout the year, fall- 
ing away toward the end, then picking 


| up to a very satisfactory level in De- 


cember. So far in 1934 it has been most 
encouraging. The company’s 1933 vol- 
ume of business was well above 1932. 

For 1934 the company does not ex- 
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pect to run to capacity, but is looking 
ahead to a fairly satisfactory volume of 
production and sales at a reasonably 
profitable level of prices. Prospects for 
1934 are better, both as respects volume 
and earnings, than at any time in 1933. 
The company feels very much encour- 
aged when it looks at the charts and fig- 
ures of its business. This encouragement 
is based not upon hopes, but upon facts. 


Office 
Equipment 


By JOSEPH E. ROGERS 


President, Addressograph- 
Multigraph Corporation 


UR business is improving at so rapid 
a rate that it is absolutely star- 
tling. Nor is the improvement from any 
single locality. It is general. Orders are 
coming from every part of the United 
States and Canada. Foreign orders have 
been increasing for several months. And 
in local percentages some of the best 
showings are from thosé cities which 
were hardest hit by the depression. 

Orders for January, 1934—with a 
good many territories still to be heard 
from—are 96.7 per cent over January, 
1933. They are just about equal with 
January, 1932, and only slightly behind 
January, 1931. To business men and 
bankers as a class, anything equal to 
1931 looks like pretty good times. 

Our business is coming back in vol- 
ume very rapidly. The second half of 
1933 showed orders 51 per cent over the 
first half. The fourth quarter showed a 
21 per cent gain over the third. The 
fourth quarter of 1933 was the best 
quarter in shipments since the first 
quarter of 1932. 

Sales of new equipment were natu- 
rally very much curtailed just prior to 
and just following the bank holiday, and 
even sales of supplies showed a corre- 
sponding decrease. But the volume 
came back so rapidly, once it started in 
June, that we ended the year with a 
record of selling considerably more ma- 
chines than in 1932, although the dollar 
volume was slightly less. And in this 
fact lies something of deep significance 
as a guide to the business recovery of,the 
nation. 

Until about last June, the small busi- 
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DOMESTIC TRADE 
Car loadings show a healthy trend 


nesses were buying new equipment 
much below their normal proportion. 
Our volume in this period came from 
large corporations adequately financed 
and able to take advantage of anything 
that would save them money or improve 
their operations. Even they were not 
eager to buy. But the smali customer 
had just about disappeared from our 
market two or three years ago. 

Today he is back in quantity. The big 
customers are buying more freely than 
they did before, but what elates us is 
that the little fellow is back at all. To 
our way of thinking, this indicates a real 
improvement in general business. 

During the depths of the depression 
we found an absolutely soggy market for 
our goods. So did other business equip- 
ment makers. When we saw that, even 
though we could show business men 
methods that would save them money 
and give them better business control, 
they still were not interested, we knew 
we were in a national stagnation—and, 
through our foreign branches and agen- 
cies, an international stagnation—such 
as we had never before experienced. 


When we saw that people were begin- 
ning to quit worrying about a black fu- 
ture and were eager to plan ahead by 
buying business machines to save and 
make money for them, we felt we were 
on the way out. 

N.R.A: codes with shortened hours 
and raised pay accomplished two major 
improvements from our standpoint. 
They broadcast more buying power to 
the consuming public, which made all 
business better. And for our particular 
business they focussed the minds of 
vacillating managements upon the ne- 
cessity for just the sort of help that we 
could supply if they purchased the ma- 
chines we had for their use. 

While business was in the depths we 
went ahead on the assumption that then 
was the time to make major changes and 
improvements. We brought together 
two large businesses; built a new plant, 
moved into it and got ready for produc- 
tion. Meanwhile we went on with our 
development work, building up a line of 
products covering a far broader field 
than ever before, and serving this field 
more effectively. Now, with our new 


factory and our up-to-the-minute prod- 
ucts, we are beginning to cash in. Like 
sound banks, we have written off during 
the slump everything that can possibly 
be written off, so that we are actually in 
even better shape than our balance sheet 
shows. 

So when we find, as we have been 
finding for seven consecutive months, a 
rapid and growing increase in sales and 
in profits, we feel that the upturn is here 
and that better times are no longer just 
around the corner. From where we stand, 
they are here already, with every indi- 
cation that they will remain. 


Automobiles (II) 


By M. M. GILMAN 


Vice-president, in Charge of Distribu- 
tion Packard Motor Car Company 


VEN if there were no other figures 
available to us, the sales results at 

the recent automobile shows would be 
sufficient grounds for us to feel reason- 


ably sure of good Business for the com- 
ing year. Twelve months ago the buying 
public came to the shows, looked on 
with unconcealed longing at our new 
cars and for the most part walked away 
saying, “It certainly would be nice to 


get one, but . . 

This year the same class of people ex- 
amined the cars with the same interest, 
but with an important difference—a 
substantial number of them bought, 
and they bought the most expensive cars 
on display, paying cash then and there. 
Our highest priced car on display at 
the Chicago show, a special custom 
model at $8,400, sold on the first day to 
a buyer who demanded that very car— 
and we had to rush a duplicate to Chi- 
cago overnight in order that the display 
might remain complete. 

The most important of general figures 
shows that our dollar volume in total 
sales has increased more than 50 per 
cent over a year ago—which means that 
our plants are now operating at a profit, 
and likewise that operations of most of 
our distributors and branches are show- 
ing profits. We are today in a favorable 
position to benefit greatly from an up- 
turn in general business—a more favor- 
able position than we have been in dur- 
ing the past four years. 


The increases in employment and 
wage payments throughout the country 
could be foreseen as the source of a great 
deal of automobile volume in the low- 
price fields. That there is also improve- 
ment in the upper income brackets is 
proved by the increased sales in the field 
of more expensive motor cars. 

Registrations in the last few months 
tell an unmistakable story of resump- 
tion of buying in the field of larger, more 
luxurious motor cars. The only possible 
conclusion is that the public has become 
as completely committed to fine cars as 
to all automobiles, and the registrations 
prove that this country has people who 
can afford fine things, ample in number 
for a satisfactory volume of business in 
this branch of the industry. 

Results for our own company have 
exceeded our most hopeful expectations. 
Registrations show that the new Pack- 
ard has gained a buying acceptance from 
the public that, considering conditions, 
goes far beyond anything before in our 
experience—we did 47 per cent of all 
the business done among cars listing for 
$2,000 or more, from the time our new 
car was announced in September through 
the latest registration figures available. 
Our competitive position improved 
steadily through 1933—an extremely 
important fact in times when every 


manufacturer was trying to get every 
possible dollar of volume business be- 
cause he urgently needed it. In 1932 
Packard registrations represented 21.6 
per cent of all the business in the $2,000- 
and-up field. There was an increase to 
30.6 per cent in the first part of 1933 
and a steady climb to 47 per cent at the 
end of the year. 

Results in the export field have been 
most encouraging, for our export sales 
are continuing to gain rapidly. For the 
two months after our new car came out 
last fall export sales exceeded those for 
the same months of the previous year 
by 645.5 per cent. Export sales gains for 
the entire automobile industry for the 
same period were 217 per cent. Among 
fine cars other than ours the increase 
was 290 per cent. 

Last year at this time, in common 
with all other motor car manufacturers, 
we looked upon a new year with no 
prospects more definite than hope. We 
had the good fortune to earn a profit 
during 1933—none too large, but still a 
profit. And by every indication so far 
in 1934 we can look forward this year 
to something far more substantial—a 
steady increase in sales, a steady im- 
provement in competitive position and 
an upswing of business which can hardly 
fail to carry us on to an excellent year. 


FOREIGN TRADE 


Figures representing Africa, America and Europe in front of 
the Custom House in New York City 
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Great American 
Insurance Company 


New Dark 


INCORPORATED 1872 


HOME OFFICE, ONE LIBERTY STREET 
NEW YORK CITY 


STATEMENT, DECEMBER 31, 1933 


ASSETS 


$13,448,039.00 

25,667,153.00 
All bonds and stocks have been valued on the basis 
prescribed by the National Convention of Insurance 
mmissioners. The contingeney reserve, shown under 
liabilities, represents the difference between such values 
and actual cember 31, 1933 market quotations on 

all bonds and stocks owned. 


Cash in Banks and Office 
Premiums in Course of Collection 
Other Assets 


1,273,531.47 
2,602,504.22 
307,496.50 


$43,298,724.19 


LIABILITIES 


Reserve for Unearned Premiums 

Reserve for Losses and Loss Expenses....... 
Reserve for All Other Liabilities 

Special Reserve 

Contingency Reserve 

Capital Stock 

Surplus 


$13,775,090.99 
2,203,428.38 
682,767.11 
750,000.00 
5,383, 368.00 


POLICYHOLDERS’ SURPLUS 20,504,069.71 


$43,298,724.19 


Surplus reflects actual market quotations, December 31, 1933 


— Affiliated Insurance Companies — 


The Great American and its affiliated oanaee 
write practically all lines of insurance except life. 


American Alliance Insurance Co. 
New York, N. Y. 


American National 
Fire Insurance Co. 
Columbus, O. 


County Fire 


Detroit, Mich. 


Massachusetts Fire & 
Marine Insurance Co. 
Boston, Mass. 


Andemnity Company North Carolina Home 
Insurance Co. of Phila. New Pork Insurance Company 
Philadelphia Raleigh, N. C. 


Rochester American Insurance Company 
New York, N. Y. 


Great American 


Detroit Fire & Marine Ins. Co. 


Mr. Traylor was President of the Ameri- 
can Bankers Association in 1926 


Melvin A. 
Traylor 


N RESPECT to the death of Melvin 
A. Traylor on February 14, H. O. 
Edmonds, President of the Trust Divi- 
sion of the Association said at one ses- 
sion of the recent trust conference in 
New York: 

“Tt has been suggested, this being the 
first meeting which has occurred since 
the death last night of the former Presi- 
dent of the American Bankers Asso- 
ciation, and a man whom the entire 
Association has delighted to honor in 
the past, that some word should be said 
this morning on the death last night of 
Melvin A. Traylor, president of the 
First National Bank of Chicago. 

“T am not prepared to pronounce a 
eulogy, although Mel Traylor was my 
close personal friend. Resolutions prop- 
erly prepared and to the effect necessary 
to do him justice will be passed un- 
doubtedly by the proper authorities of 
the American Bankers Association. But, 
it would be well that a minute be made 
here recording our regret at the passing 
of one of the bright spirits and one of the 
most charming personalities that has 
ever graced the profession of banking in 
the United States.” 
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Stabilizing 


Prices 


In the belief that bankers may find it 
an interesting addition to their files on 
the subject of managed currency, the 
JOURNAL presents a digest of an article 
by Frank A. Waring, from the January 
issue of the California Banker 


SOUND dollar, writes Frank A. 

Waring, must be a dollar which is 
stable in its relationship to general com- 
modity prices. The purchasing value of 
the gold dollar has not been constant, 
and is subject to such important influ- 
ences as the amount of currency out- 
standing, the volume of checks and the 
size and activity of bank deposits. 

Any plan for managed currency 
must, therefore, go farther than to make 
paper money convertible into variable 
amounts of gold, dependent on changes 
in the price level. It must provide for 
control of credit at the same time. 

Experience has shown that credit 
cannot be adequately controlled by 
means of rediscount rates and open 
market operations. A third control is 
required and this should be a fluctuat- 
ing reserve requirement, based on the 
velocity of deposits. A Federal Reserve 
committee has recommended a reserve 
equivalent to 5 per cent of total net 
deposits, plus 50 per cent of average 
daily withdrawals, limited, however, to 
a maximum of 15 per cent. 

The utilization of these various meth- 
ods in a unified monetary policy de- 
mands a central board of control, which 
can increase or decrease the amount of 
gold for which a paper dollar can be ex- 
changed in accordance with the general 
price level, raise or lower the rediscount 
rate, conduct open market operations 
and manipulate reserve requirements. 
The simultaneous use of all four con- 
trols might not be necessary, but the 
board would be charged with power to 
act as its judgment dictated. 

A managed currency is not a cure-all 
for depression, but can limit price 
swings, according to the author, and 
prevent injustice in transactions be- 
tween debtors and creditors. 


THE OLD PROVERB: 


“A dollar saved 
isa 
dollar earned’? 


—has a new significance in 
a period of slack demand 
for funds and low rates 
on loans. 


The opportunity to earn 
dollars may be appreciably 
lessened, but the money 
that can be saved by rout- 
ing your cash and collection 
items through this bank is 
a matter of considerable 
importance in the profit 
and loss account. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus .. . . $30,000,000 


A Use for 


Unused Bank Buildings 


By EDGAR E. MOUNTJOY 


Mr. Mountjoy is Secretary of the Na- 
tional Bank Division of the American 
Bankers Association 


URCHASE of idle bank buildings 
for postoflice uses is a possibility 
which has attracted the attention 
of various Federal officials. Their in- 
quiries have impressed them with the 
advantages which such a course would 
offer to banks, to depositors, to com- 
munities and to the Government. 


Statutory authority for such purchases 
does not seem to exist at present, but a 
further survey may disclose facts which 
will be sufficiently convincing to elicit 
Congressional sanction. 

In the extensive public works pro- 


gram of the Federal Government are 
included plans for the construction of 
numerous postoffices and other postal 
facilities. Early in the life of this pro- 
gram, and before it had been broadened 
or even authorized to expand to its 
present proportions, there arose the 
question of whether it would be possible 
to purchase for postoffice uses buildings 
already erected if suitable to such needs. 
After some deliberation it was decided 
that such was not within the purview of 
the law, and that the Treasury Depart- 
ment, which supervised the Federal 
building program, would continue to 
erect new buildings with such funds as 
were appropriated for the acquisition of 
postoffices. 

Later, when the National Industrial 
Recovery Act was passed, it became 
even more apparent that the utilization 
of many available buildings already 
erected would be a considerable boon to 
communities in which such unused 
buildings are found. Certain Govern- 
ment officials interested themselves in 
the possibility of purchasing suitable 
unused buildings for postoffices, and 
called upon the National Industrial 
Recovery Administration to report 
whether such a program could be in- 
cluded in application of recovery laws. 
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Here, again, the conclusion was dis- 
appointing. It was held that inasmuch 
as the National Industrial Recovery 
Act was intended largely to relieve un- 
employment, and because the purchase 
of buildings already erected would be a 
rather minor direct factor in returning 
men to gainful pursuits, the public 
works section of the recovery law could 
not be construed to permit the pur- 
chase of buildings for postoffice uses. 
But the possibility of freeing additional 
sums in various communities through 
the purchase of unused bank buildings 
by the Federal Government appealed 
strongly, and inability to have this plan 
included in the N.R.A. program did not 
daunt those who were familiar with 
the circumstances. Rather, it intensified 
their interest, and additional studies are 
being made to acquire facts to show 
more clearly, if possible, the feasibility 
of the plan. It revived the thought that 
legislative authority for this purpose 
should be sought. 

This is not the first time a proposal 
has been made to break away from the 
policy of requiring the Government to 
construct anew all the buildings it 
acquires for postoffice uses. Several 
years ago the.-House of Representatives 
approved a plan, likely with the sanc- 
tion of the Post Office Department, 


which would permit either the construc- 
tion or the purchase of postal facilities, 
including not only postoflices, but postal 
substations, branches, postofficc garages 
and postoffice annexes, where the leases 
call for annual expenditures in excess of 
$6,000. However, adjournment of that 
Congress came before the proposal had 
passed through all of the required legis- 
lative stages and, consequently, it did 
not become law. 

A more recent Congressional Com- 
mittee investigation disclosed the fact 
that in the United States there are 264 
leases covering postoflices and branches, 
and 57 leases covering garages, at an- 
nual rentals in excess of $6,000. Officials 
point out that some of the examples of 
extravagance and wastefulness resulting 
from the present policy of leasing im- 
portant postal buildings bear evidence 
that the Government should own these 
facilities, and that to acquire them it 
should have authority to purchase as 
well as to construct them. 

The possible savings to the Federal 
Government and the advantage to local 
communities through the freeing of 
moneys tied up in closed bank buildings 
seems to warrant at least careful study 
of such a program. Bank buildings 
usually are of substantial construction, 
more or less ornamental in design and 
readily adaptable for use as homes for 
public institutions. Likewise it is largely 
true that this is the only purpose for 
which such buildings are immediately 
useable. Therefore, the market for them 
is very limited, and, unless a sale for 
some public or other semi-public use is 
made, a bank finds great difficulty in 
salvaging any considerable portion of 
the value of its building. It is not 
contended that each postoffice should 


The new headquarters building of the Post Office Department 
in Washington. The old headquarters appears at the left 
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be housed in a building owned Federally, 
nor that in some of the smaller com- 
munities it is not more economical to 
pay rent. But there is expressed in some 
high quarters the thought that a com- 
prehensive and long-time program for 
acquiring homes for postoffices should 
be laid out now while certain very 
favorable factors exist. 

Hon. James M. Mead, Chairman of 
the House of Representatives Commit- 
tee on Post Offices and Post Roads, is 
one of the enthusiastic advocates of 
such a plan. He says, “There are 
hundreds of closed banks in the smaller 
communities throughout the United 
States, many of which could be pur- 
chased at most reasonable prices at the 
present time. If such a policy were 
adopted it would release funds to 
stricken depositors and afford the 


Government an opportunity to secure 
postal facilities at a very low cost.” 


MR. MEAD’S PROGRAM 


WHETHER Congress would be in a 
mood to give such authority is not 
known. However, Mr. Mead has sug- 
gested a program which would include 
the authority to purchase buildings 
formerly used by banks no longer con- 
ducting business therein if, having 
regard to their size, location, design 
and the character of ‘their construction, 
they are suitable for postal uses and 
are located in places where postoffices 
or branch postoffices of the first, second 
or third classes are housed in rented 
premises and where erection of public 
buildings has not been authorized. 
Recognizing the necessity for some re- 
modeling, it is proposed that 10 per 
cent of the purchase price of the prem- 
ises should be authorized for enlarge- 
ments and alterations. Such a com- 
prehensive plan, giving to the Post 
Office Department discretion for its 
execution, would result in benefits to 
the Government and to the commu- 
nities alike and would be highly desira- 
ble. It is felt that something should be 
done to make possible such a step. 
The idea is so appealing that already 
there has been prepared a list of na- 
tional banks which own buildings no 
longer required for banking purposes. 
There are on this list the names of 
approximately 600 banks. Many of 
them are in liquidation, though some of 
the buildings are vacant by reason of 
consolidations, and the value of the 
structures runs high into the millions of 
dollars. This is an interesting exhibit, 
but it is only a segment of the picture, 
which cannot be complete without a 


portrayal also of the unused buildings 
owned by banks chartered under state 
laws. It is true that many such buildings 
are in cities and towns in which the 
Government already owns adequate 
postoffice quarters, but in the larger 
places such buildings might be found to 
be located so as to be available for 
substations. However that may be, in 
many smaller cities and towns in which 
the postoffice facilities are not satis- 
factorily housed there are vacant bank 
buildings which would be ideal post- 
office homes, and if the facts were gath- 
ered they might serve a useful purpose. 

To compile a sort of census, state 
banks and trust companies might be in- 
clined to list their unused buildings in 
order to indicate to Federal officials, 
and especially to the Congress, what the 
possibilities of such a program are. This 
plan would enable those officials to 
determine with considerable accuracy 
the number of such buildings available 
in cities and towns in which the Federal 
Government intends to acquire postal 
homes. As an aid to the attainment of 
this goal the Washington office of the 
American Bankers Association, in the 
Colorado Building, would be willing to 
receive information about such build- 
ings and tabulate it for the use of such 
officials as may become interested. This 
suggestion is made for the reason that 
since the interest of public officials in 
the development of such a plan has be- 
come known, a great many banks have 
inquired about it and have asked our 
Washington office to make it known 
that they have buildings which are 
available for such uses. So to round out 
the picture, as far as state chartered 
banks are interested, it seemed advis- 
able to offer this assistance. 


A detailed description of buildings is 
not desired, though the location in the 
town or city should be shown. Likewise, 
the style, the date of construction, the 
size, the cost and the present appraised 
value should be given. The land should 
be described and its dimensions given, 
and there should be appended a state- 
ment of the purpose, if any, for which 
the building is used now, and whether it 
is under a long term lease. Photographs 
are a splendid aid in conveying facts 
such as are needed here, and banks 
already having such photos might wish 
to send them along. 

It should be borne in mind that this 
suggestion is made simply to aid in the 
completion of a survey which had a 
spontaneous start. It is in no sense in- 
tended to elicit offers of sale, and it does 
not hold out any promises of purchase. 
It is for the sole purpose of indicating to 
those interested in the plan what the 
possibilities are. Nothing can be done 
without Congressional sanction, and it 
will be forthcoming only if the desir- 
ability and the feasibility of the plan 
are demonstrated. This demonstration 
must come first. If it is accomplished 
and Congress thereafter enacts the 
necessary authorization, negotiations 
for sales will then be in order, but 
at best a considerable time must 
elapse before even the authority can 
be granted and, necessarily, no sales 
can be consummated until a later 
period. The plan has in it the pos- 
sibility of considerable advantage to 
taxpayers and to the depositors and 
stockholders in banks whose build- 
ings no longer are needed for banking 
purposes, and the extent of this advan- 
tage can be measured best perhaps 
through assembling a poll. 
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The JOURNAL’S Gold Chronology, Com- 
piled by Herbert M. Bratter, Is Here 
Continued through the Fourth Month 


January 19 
Critics Analyze Gold Bill 
Foreign Purchases Continue 

In Congressional hearings various 
witnesses give criticism of certain fea- 
tures of the gold bill. 

U. S. again buys nearly all of $4,500,- 
000 gold offered in London, thus keeping 
dollar’s exchange value from rising. 


January 22 


Senate Committee Hears Warren 
and Rogers 

Senate Banking and Currency Com- 
mittee hears Professors Warren and 
Rogers explain advantages of devalua- 
tion. Owen D. Young testifies, urging 
caution in new legislation. Changes in 
text of bill anticipated. President 


Center of Information 


for You 


in Washington 


bor years the Maryland 
Casualty Company has * 


maintained a Washington Service 

Bureau to give up-to-the-minute infor- 

mation on opportunities for securing Government busi- 
ness. It frequently provides—all without cost—personal 
representation, except legal services, to handle promptly 
the most intimate details of this business. 


It is constantly furnishing by telegraph, telephone and 
letters from the National Capital valuable and varied in- 


formation to attorneys, bankers, merchants, manufactur- 
ers, exporters, contractors and public officials concerned 
with the rulings, opinions, reports, documents, records, 
or other data from the Federal branches of the United 


States Government. 


Always say: 


MARYLAND 


cOmPAnY- 


F.HIGHLANDS BuRNS 


SURLTY INSURANCE 


“We want our protection through the 
Maryland Casualty Company.” It means something. 


CASUALTY 


_;BALTIMORE 


PRESIDENT 


The Status 


Roosevelt confers with Treasury offi- 
cials regarding new borrowings. 


January 23 


Senate Committee Reports Gold 
Bill; Treasury Offers Notes 

Treasury announces offering of $1,- 
000,000,000 in Treasury notes and certi- 
ficates of indebtedness, dated January 
29; half for 1314 months at 214 per cent 
and half for 714 months at 114 per cent. 

U. S. believed buyer of nearly all of 
$6,800,000 of gold sold in London, and 
of about $40,000,000 worth in past eight 
days—but dollar’s gold value still is 
about 62% cents. 

Senate committee amends gold bill 
by setting 3-year limit to it, and recom- 
mends board of five to control, $2,000,- 
000,000 stabilization fund. Measure 
goes to Senate. 


January 24 
Treasury Issue Well Received; 
Senate Debates Currency 

Announced Treasury issue subscribed 
31% times over. 

Senate debates gold bill; Borah de- 
mands inflation. 

Treasury opens mints to gold of So- 
viet origin, rescinding decisions of No- 
vember 26 and December 23, 1920. 


The Senate vote on the Roosevelt money 
bill, January 27 
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of Gold 


January 25 
Gold Bill Delayed by Senate 
Debate; Dollar is Firm 


Arranged to keep secret hereafter 
data on gold purchases made abroad by 
Federal Reserve Bank of New York or 
others on Treasury account. Believed 
future purchases will be made by a 
member bank. 

Dollar continues to gain in Paris and 
London, despite gold purchases by Re- 
serve Bank. Senate debate continues. 

Earle Bailie quits Treasury. 


January 26 

Government Begins to Bring 
Home Gold; Senate Eliminates 
Control Amendment 


Senate defeats proposal that board of 
five control stabilization fund, and one 
that would have limited fund’s use to 
external stabilization of the currency. 
Senator Wheeler proposes amendment, 
involving purchase of one billion ounces 
of silver; certificates to be issued re- 
deemable in one dollar’s worth of silver 
for each dollar of face value. 

Government takes step to import 
some of its foreign gold holdings. Over 
$3,100,000 of gold on the way from 
France, while $5,162,700 of foreign gold 


here is released from earmark, this being 
second such earmarking transaction 
within month. Total obtained by re- 
lease from earmark believed to be 
$8,364,000. 

Morgenthau now announces billion 
dollar issue subscribed nearly five times. 


January 27 


Senate Passes Gold Bill; 
Defeats Silver Amendment 

Senate defeats modified Wheeler 
silver purchase amendment to gold bill 
by bare majority of two votes. Bill 
passes to conference on vote of 66 to 23, 
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with six Senators paired and one (Long) 
not voting. Wheeler amendment calling 
for purchase of 750,000,000 ounces of 
silver defeated by 45 to 43 vote, with 8 
Senators paired. 

Pittman secures amendment author- 
izing issuance of certificates against all 
silver Government has or may acquire. 
Among amendment’s five provisions is 
one authorizing President to cut weight 
of silver dollar. 

President asks Congress for $950,- 
000,000 to continue emergency relief 
works. 

(CONTINUED ON NEXT PAGE) 


One of a series, “What is the Associated System?” 


Serving America’s 


Main 
Street 


Mfost of the 4,000 commu- 
nities served by the Asso- 
ciated System are of small 
size. Only 86 have more 
than 10,000 population. 


Whether it be a small town in New England or a 
_ village in Kentucky or Tennessee, the service is com- 
parable with that supplied in great cities. 


Largest groupings of the communities served are in 
New York, Pennsylvania and New Jersey. During the 
period 1928—1932, the average residential electric rate 
paid to the System underwent a reduction of 15%. 


About 100,000 of the 1,417,000 total customers have 
invested in Associated securities. The Plan of Re- 
arrangement of Debt Capitalization aims to keep the 
Associated System intact and to protect the invest- 
ments of these customer-investors as well as the invest- 
ments of all the 350,000 Associated security holders. 


Associated Gas & Eleetrie System 


61 Broadway New York 


68 AMERICAN BANKERS ASSOCIATION JOURNAL, March 1934 


January 29 

Congress Passes the Currency Bill 
Amended devaluation bill returned to 

House from committee and passed with- 

out further change. Dollar weakens 

abroad. 


January 30 


President Signs the Gold Act; 
Treasury Regulations Issued 

The gold bill is signed by the Presi- 
dent. Title to Federal Reserve’s gold is 
taken by Government. 

Earmarked gold in New York reduced 
another $5,166,800 in exchange for re- 


lease of American gold held abroad. 
Total of such operations now believed 
to be over $13,500,000. Government ex- 
ports $50,100 of gold for foreign-service 
payrolls. 

Treasury issues Provisional Regula- 
tions under the Gold Reserve Act of 
1934. 


January 31 
Devaluation of 40.94 Per Cent 
Announced 

President by proclamation fixes gold 


content of dollar at 15 5/21 grains, nine- 
tenths fine, or 13.714 grains net. Gold 


1896- 


1934 


THE U.S. F. & G. begins its thirty- 
ninth year with a record of paying 


its losses promptly, fairly and with- 
out interruption since 1896. Its 9,320 


agents are pledged to uphold the 


best traditions of the casualty and 


surety business. 


USF&G 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 


F &G FIRE 


FIDELITY AND GUARANTY FIRE CORP, 


Home Offices 
BALTIMORE, MARYLAND 


price fixed at $35.00 per ounce troy, 
Dollar thus devalued about 40.94 per 
cent to about 59.06 per cent of its former 
gold content. 

The new gold-bullion standard, ac- 
cording to new Treasury regulations, 
means imported and American newly 
mined gold will be bought at $35.00 per 
ounce minus mint charges and 4 of 1 
per cent handling charge, with no maxi- 
mum limit as to amount. Gold will be 
sold by the mints at $35.00 per ounce, 
plus 14 of 1 per cent to persons licensed 
to acquire it. 

The $2,000,000,000 stabilization fund 
is established. Treasury announces it 
will sell gold to foreign central banks at 
$35.00 per ounce when necessary to 
maintain value of the dollar. 


February 1 

Securities Markets Strong; Dollar 
Reluctant to Decline to Parity 
Abroad 

Stock exchanges’ reaction to devalua- 
tion results in heavy trading on a rising 
market. Uncertainty marks foreign 
exchange dealings, with dollar above 
its new parity abroad and large gold 
shipments reported being made to this 
country. 

Reported that hereafter earmarking 
for foreign account will be permitted 
only until first available ship, and that 
gold will not be sold to foreign central 
banks when their purpose in buying is 
to depress their currencies vis-a-vis the 
dollar. 


The Senate vote on the Wheeler silver 
amendment, January 27 
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February 2 
Sterling Drops as Gold Moves 
Toward United States 
Sterling declines to within 14 cent of 
old par of $4.86, and closes at $4.88, 10 
cents below yesterday’s rate. All gold- 
bloc currencies weaken as gold starts 
moving by plane and ship toward U.S.A. 
Early stabilization discussions with 
Great Britain rumored. 


February 3 
Foreign Exchange Rates Still 
Fluctuate Widely 

Dollar declines in foreign-exchange 
market as gold buying for shipment here 
continues. Pound sterling closes at 
$4.9314, a gain of 514 cents for the day. 
Washington reports indicate early ex- 
change stability. 

Treasury announces devaluation 
profits exceed $2,805,000,000. Treasury- 
held gold now exceeds 7,018,000,000 
(devalued) dollars. 


February 5 
Silver Data Sought 

Treasury agents visit New York 
firms to determine ownership and 
amount of bar silver stocks. Rumored 
Government checking up on silver 
speculation. Also rumored Government 
intends acquiring silver in open market. 
Senator Pittman is said to doubt im- 
mediate action under his amendments 
to the Gold Reserve Act of 1934. Of 
these amendments he is quoted as say- 


ing: “The authorization was in the 
nature of a direction.” 


February 8 
Gold Arrives from Europe 

Arrival of $13,000,000 gold from 
Europe is reported. Bank of France 
raises rediscount rate from 214 to 3 
per cent. 


February 10 


Hoarder Appeals to Supreme 
Court; London Gold Market 
Active 

Frederick B. Campbell asks a Su- 


1863 
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preme Court decision on the validity of 
President’s order of August 28. 


February 12 
Campbell Case Dismissed 


Supreme Court dismisses case carried 
to it by Campbell, thus avoiding making 
a decision. 


February 16 
Gold from Europe 


Gold arriving in New York breaks 
records of per liner shipments. Assay 
office has received $170,000,000 worth 
of the metal in 48 hours. 


1934 


seventy years 
of conservative experience 
under varying economic con- 
ditions, this bank has had 
continuing relations with 
correspondent banks in every 
section of the country. 


For nearly thirty years the 
Banks and Bankers Division 
has been the point of contact 
through which world-wide 
facilities have been available 
to correspondents. 


The First National 
Bank of Chicago 


Charter Number Eight 
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Two Views of 


ALLING attention once more to the 
complaints which Congressmen are 
receiving from their constituents about 
banks’ failures to lend, and the in- 
evitability of direct Government action 
unless this situation can be promptly 
remedied, Jesse H. Jones, chairman of 
the Reconstruction Finance Corpora- 
tion, in a recent address before the New 
York State Bankers Association coun- 


selled bankers to cast aside their fears 
and doubts and to throw the weight of 
their influence and power in favor of 
liberalization of credit. 

There is a great difference, Mr. Jones 
pointed out, between a sound loan and a 
loan fortified by stock exchange collat- 
eral or Government bonds. Few borrow- 
ers can qualify with such securities, but 
every community has deserving bor- 


— 4 


Synopsis of 


22nd YEAR 
ACCOMPLISHMENT 


January 1, 1934 


The record of this Company for the year 1933 indicates the ever- 
increasing acceptance of ““L-M-C” safety and economy with buy- 
ers of Automobile, Compensation and general casualty insurance. 


1933 Premium Ineome 
increased to 
Assets 


(Bonds on amortized basis. 
Stocks at actual market value.) 


increased to 

Dividends paid to policyholders 
in 1933 
increased to 

Net surplus (Based on actual 


market values of all securities 
owned.) 


increased to 


$16,004,197.85 


$17.222,827.28 


$ 2.827,117.38 


$ 2.385.666.10 


Paid for losses and returned to policyholders in 
dividends since organization over $60,000,000. 


Send for our financial statement which contains a complete list of 
securities owned. No obligation. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


JAMES S. KEMPER, President 
Home Office: Mutual Insurance Bldg., Chicago 


WORLD’S GREATEST AUTOMOBILE MUTUAL 


rowers whose character and standing 
justify consideration, and who will take 
on more employees, purchase new goods 
and machinery, modernize their plants 
and aid in the restoration of community 
prosperity if the banks will return to 
first principles and support and develop 
the farmer, merchant and neighborhood 
industry. Too strict credit rules and too 
short maturities are a detriment to 
recovery and a detriment to banking, 
said Mr. Jones. 

Banks should be no more reluctant to 
show borrowed money than money 
loaned. On the one hand, the Recon- 
struction Finance Corporation stands 
ready and anxious to supply the funds 
for sound capital structures that main- 
tain safe ratios with deposits; on the 
other hand the rediscount facilities of the 
Federal Reserve System, broadened to 
accept new types of collateral, are 
available to any amount and should be 
utilized as they were in the early days 
of the System. With such resources 
available, there is no justification for an 
ultra-conservative lending policy. 

The business of banking should be 
conducted more in a spirit of public 
service than purely for profit, and the 


| thought of personal profit should be 


subordinated to that of the public 
good, if banking is to remain in private 
hands, Mr. Jones stated. 


The clipping below and the 

one on the opposite page are 

from newspapers of Feb- 
ruary 17 


PLAN 5-YEAR LOANS 
TO SMALL BUSINESS 


President Is Studying Proposal 
‘to Create a Chain of Inter- 
mediate Banks. 


NEW LEGISLATION NEEDED 


Reserve Board Head Suggests 
That Government Bear the 
Major Portion of Risk. 
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Commercial Loans 


N 1932 the Federal Reserve banks 

were empowered by law to make 
loans to individuals in unusual circum- 
stances, whenever the borrower had 
been unable to secure accommodation 
from a commercial bank. 

In his recent address before the New 
York State Bankers Association W. 
Randolph Burgess revealed the experi- 
ence of the New York Federal Reserve 
Bank under this law. 

From the middle of 1932 to the end of 
1933 there were 1,286 applicants for 
loans. The great majority of these appli- 
cations proved to be for funds for 
capital purposes, mortgage loans or 
others unclassifiable as commercial. 

Only 250, or less than 20 per cent, 
were of the type which merited detailed 
investigation. The amount involved 
was $9,525,000. 

After further study, the Federal 
Reserve Bank was forced to turn down 
the applications of 236, finally offering 
credit in the sum of $1,417,000 to 14 
prospective borrowers. Of this amount, 
only $806,000 was actually loaned, more 
than one-half of which is still out- 
standing. Two of the borrowers have 
since gone into receivership. 

Since it was the special endeavor of 
the Federal Reserve Bank to make 
every possible loan under the emergency 
provisions of the Amendment, and 
since their best efforts resulted in the 
extension of so small a sum as to have no 


U.S. to Help 
FinanceSmall 
Industries 


New System of Federal 
Banks to Make Medium 
Term Considered 
by Roosevelt and Black 


300 Millions Initial 
Capital Discussed 


Gold Act Does Not Fetter 
Reserve System, Presi- 
dent Writes Governor 


effect on the total volume of commer- 
cial loans, it is a reasonable assumption 
that eligible borrowers entitled to bank 
credit are being provided for by the 
commercial banks. 

The outstanding task confronting 
banks immediately is that of financing 
the Federal budget. This is primarily a 
problem for banks, for only in this way 
will vast Government expenditures 


stimulate greater business activity by 
credit expansion. 

With fewer and stronger banks and 
more adequate supervision and con- 
centration on the banking business to 
the exclusion of speculative interests, 
banking is today in a better position to 
serve the country than ever before and 
abler to bring about a profitable em- 
ployment of funds. 


a home. 


“Our New Home Ts Fireproof.” 


66 We enjoy living here,”’ writes the owner. ‘‘ It’s warm in winter and cool 
in summer. Somehow this fireproof home is more livable than any we 
have ever owned. Entertaining guests is simpler, keeping house is 
easier, and we are all much happier.” 

Here’s the simple story of a modern concrete home as told by its owner — 

the sort of person who is applying for building loans — who wants to build 


Write today for this interesting illustrated booklet. It gives you just 
the information you’ve been looking for about the construction of the 
modern concrete home. It shows you how effective concrete masonry is 
in a gracious residence. It illustrates just how concrete adds to beauty, to 
value, and to livability. The booklet is yours for the asking. 


PORTLAND CEMENT ASSOCIATION 


ROOM 143—33 WEST GRAND AVENUE, CHICAGO, ILL. 


PORTLAND CEMENT ASSOCIATION 
Room 143 — 33 W. Grand Avenue, Chicago, IIl. 
Please send me, free, a copy of your modern home concrete construction book, 
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Trusteeship’s Paramount Problem 


— of a questionnaire sent to 
representative trust men through- 
out the country by Alfred Fairbank, 
vice-president and trust officer of the 
Boatmen’s National Bank, St. Louis, 
reveal no indications of a departure 
from time-tested investment principles 
in respect to the purchase of common 
stocks. 

Experience, Mr. Fairbank shows, 


proves that, while there have been fre- 
quent changes in the buying power of 
the dollar, none of these changes has 
ever yet justified any radical departure 
in investment policy, and “any deter- 
mination to pursue the purchasing 
power of the dollar is a decision to em- 
bark on an uncharted sea and run the 
risk of self-destruction.” 

Trust officials are charged with the 


Shows Continued Gains for 1933 


FINANCIAL CONDITION — DECEMBER 31, 1933 


ASSETS 


Mortgage Loans 

Cash Deposited in Banks 
U. S. Government Bonds 
Federal Land Bank Bonds 
State and Municipal Bonds 
Industrial Bonds 

Railroad Bonds 

Public Utility Bonds 

Real Estate Owned 


Per Cent 


$ 3,463,820.04 
592,844.45 
256,099.16 
174,233.31 
1,763,901.77 
138,347.85 
35,707.66 
85,581.58 
1,789,178.61 


{Including Home Office Building from which gross 
rental income of $123,752.87 was received in 1933} 


Policy Loans 
Interest and Rents Due and Accrued 
Premiums in Course of Collection 


TOTAL ADMITTED ASSETS 


1,105,888.04 
133,434.41 
516,003.44 


$10,055,040.32 


LIABILITIES 


Reserve Under Life Policies 


Reserve Under Accident and Health Policies 


Reserve for Taxes 
Reserve for Premiums Paid in Advance 


Reserve for Other Miscellaneous Liabilities 


Total Reserves 
Capital 
Contingency Surplus 
General Surplus 
Surplus to Protect Policyholders 


TOTAL LIABILITIES 


$ 6,441,593.41 
2,052,027.95 
120,000.00 
40,868.95 
120,652.82 


$ 8,775,143.13 


$500,000.00 
200,000.00 
579,897.19 


$ 1,279,897.19 
$10,055,040.32 


Bonds are carried on an amortized basis as approved by the National 
Convention of Insurance Commissioners 


$114.59 of Assets for every $100.00 of Liabilities 


BUSINESS MEN’S 
ASSURANCE COMPANY 


KANSAS CITY, MISSOURI 
W. T. GRANT, President 
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responsibility for conserving assets. 
The idea that business will be greatly 
stimulated by inflation, with resultant 
enhancement of profits and benefit to 
common stocks, is an idea only and 
lacks proof. The Government has an- 
nounced a tremendous deficit. This 
means new and burdensome taxes, and 
these taxes are bound to take their toll 
of increased earnings. 

Even if certain stocks may increase 
in market value and in earning power, 
says Mr. Fairbank, their selection re- 
quires a combination of genius, pure 
luck and Divine guidance which are not 
at the command of many. Any mistake 
which results in the loss of principal 
through a shift from high-grade bonds 
would react with the most serious 
consequences, and mistakes cannot be 
avoided because no corporation, no 
matter how ably run, has any evidence 
of its ability to increase its dividends 
as its costs mount under the influence 
of inflation. 


THE LEGAL SIDE 


THE legal decisions must be consid- 
ered. They place a heavy hand of obli- 
gation on the trustee to adhere to the 
principle of preservation of the corpus 
of the trust. There are no precedents for 
the maneuvering of the corpus in keep- 
ing pace with the alterations in the buy- 
ing power of the dollar. “Would the 
courts,” says Mr. Fairbank, “approve 
our actions if we were fortunate in our 
common stock purchases and would 
they absolve us from responsibility if it 
should unfortunately develop that we 
guessed wrong?” 

Major points brought out by Mr. 
Fairbank’s questionnaire are these: 


1. No previous change in the dollar’s 
buying power has justified changes in 
trust investment policy. 

2. The present situation has not as 
yet reached the place that gives any 
basis for discarding policies which have 
given past stability. 

3. It is the general opinion of trust 
men that the purchase of common 
stocks is not adequate protection 
against inflation. 

4. Court decisions generally pro- 
nounce that it is a trustee’s duty to 
conserve principal in dollars. 

5. Any determination to keep pace 
with the dollar’s fluctuations is a de- 
cision to assume serious risks. 


72 
of Gross 
Assets 
34.4% 
6.0 
2.6 
1.8 
17.3 
1.4 
4 
9 
17.8 
11.0 
: 
100.0% 
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Stock Exchange Control 


By L. DOUGLAS MEREDITH 


OX February 9 President Roosevelt 
sent to Congress a message in 
which he recommended the imposition 
of curbs on “naked speculation’’. A bill 
providing for the regulation of security 
exchanges was introduced into the 
Senate shortly after the message had 
been read. The bill’s chief provisions 
may be summarized briefly as follows: 

Security exchanges must be registered 
with the Federal Trade Commission as 
“national security exchanges”, accord- 
ing to certain provisions of the bill, if 
their facilities are to be utilized to effect 
security transactions directly or in- 
directly by means of the mails or any 
device of interstate commerce. Ex- 
changes so registered are made subject 
to the supervision and regulation of the 
Federal Trade Commission. 

The bill would make it necessary, in 
registering a security on a national secu- 
rity exchange, to file a great deal of 
pertinent information, and annual, 
quarterly and monthly reports would be 
required. This information would be 
available to the public. 

Members of, or any person transact- 
ing any business through, a national 
security exchange may extend credit 
only against securities registered on 
such exchanges. 

_ The amount which may be loaned on 

any registered security is limited to “80 
per centum of the lowest price at which 
such security has sold during the pre- 
ceding three years, or 40 per centum of 
the current market price,” whichever is 
the higher, thus establishing 20 and 60 
per cent margins respectively. 

Money may not be loaned on regis- 
tered securities by non-members of 
national security exchanges in excess of 
these amounts, unless the securities 
have been acquired and fully paid for 
by the applicant 30 days prior to the 
making of the loan. 

Members of national security ex- 
changes or persons transacting a secu- 
rity business through members of 
national security exchanges may not 
borrow on registered securities except 
from Federal Reserve member banks, 
and the individual indebtedness of a 
member or of a person transacting a 
security business through a member 
shall not exceed ten times the net cur- 
rent assets owned by the borrower and 
employed in the business. 


It is unlawful to manipulate prices 
either through the dissemination of 
rumors or by acquisition of control of a 
substantial portion of any security, or 
by the use of wash sales, matched orders 
or the formation of pools. The use of 
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options is also declared in the bill to be 
unlawful. 

Short sales may be made and 
stop-loss orders may be used only in ac- 
cordance with rules and regulations 
prescribed by the Federal Trade Com- 
mission. 

Proxies may be obtained enly subject 
to Commission regulations. Transac- 
tions in non-registered securities in 
over-the-counter markets must conform 
to rules and regulations prescribed by 
the Commission. 


DIVIDEND NOTICE 
Common Stock Quarterly Dividend No. 98 of 75 cents per share, payable 
February 15, 1934, to stockholders of record January 20, 1934. 
$6.00 Preferred Stock Quarterly Dividend No. 106 of $1.50 per share, payable 
January 15, 1934, to stockholders of record December 31, 1933. 
Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are owned 
by Pacific Lighting Corporation) have been paid without interruption since 


the initial dividend. 


PACIFIC LIGHTING 
CORPORATION 


AND SUBSIDIARY COMPANIES 


(PRELIMINARY BEFORE FINAL AUDIT) 


Consolidated Statement of Revenues, Expenses and Cash 
Dividends for the Twelve Months Ended December 31, 1933 


Gross REVENUE 


$45,382,363.52 


OPERATING EXPENSES AND TAXES: 


Operating Expenses... . . 


Net REvENvE BeroreE Bonn INTEREST ... . 


Deduct Bond Interest 


Net REVENUE AFTER Bonp INTEREST 


Deduct: 
Depreciation 


Amortization of Discount and 
Expense on Securities . . . 


Net ReveNveE Berore DivipEenps 


$19,010,981.79 
5,905,409.51 


24,916,391.30 


$20,465,972.22 
5,288,586.73 


$15,177,385.49 
$6,946,155.19 


. 277,678.61 
7,223,833.80 
$7,953,551 .69 


Deduct Dividends of Subsidiaries: 


Preferred Stock 


Common Stock, Minority Interest 


$1,615,497 .67 
220.00 


$1,615,717.67 


AVAILABLE FOR DIVIDENDS ON PREFERRED AND 


Common Stock or Paciric Licutina Corp. 


Dividends on Preferred Stock 


AVAILABLE FOR DIvIDENDS ON CoMMON STOcK . 
Cash Dividends on Common Stock 


REMAINDER TO SURPLUS 


Balance Available for Dividends 


on Common Stock Equals, Per Share... . . 


PACIFIC LIGHTING CORPORATION, 483 CALIFORNIA 


$6,337 ,834.02 
1,061,422.67 


$5,276 ,411.35 
4,825, 893.00 


$450,518.35 


$3.28 


STREET, SAN FRANCISCO 


14 
One Year 


After March 5 


(CoNTINUED 
FROM PAGE 23) 


Country Banks’ Experience 
With Deposit Insurance 


HAT of the country banker and 
his reactions? We have to divide 
the country banks visited into two 
general classes, those which the public 
continuously considered safe and those 
which were suspect, either briefly or for 
a long while, either justifiably or un- 
justifiably. What is happening to these 
classes is distinct. How the two classes 
of bankers see their future problem is 
distinct. But neither experience nor 
planning varies widely within the class. 
The first class, that which retained 
public confidence throughout the trou- 
blous times, reacts much like the down- 
town bankers of the big cities quoted 
above. These country bankers whose 
standing was never in question do not 
like the insurance, many of them are as 
strongly against it as any Wall or La 
Salle Street chairman. The most toler- 
ant view found among them is typified 
by that of the bank president already 
quoted who said, “It’s like medicine, I 
don’t like it but it seems to be doing me 
some good.” 

The facts were most sharply brought 
out by talks with two bankers on op- 
posite sides of one small town’s Main 
Street. One has about $500,000 deposits, 
has been thoroughly liquid, has never 
suffered a run and has the added pres- 
tige of being a member of a strong group 
with headquarters in the state’s metrop- 
olis. He said, “We aren’t getting new 
accounts any faster than we have been 
for several months, our deposit totals 
are running about the same, none of our 
customers show a sign of interest in the 
deposit insurance even though we sent 
out an excellent booklet on it with 
January 1 statements. I look for us to 
lose a lot of our comparative advantage 
because folks have always come to us 
for our recognized solidity. Now this has 
been leveled off by the insurance, and, 
frankly, we don’t know where we go 
from here. We just haven’t been able to 
figure out what we can do to get new 
business soundly.” 

Across the street is an independent 
bank with less than $200,000 in depos- 
its, a substantial share of this in the 
form of deferred C/D’s which depositors 
accepted last spring to stave off re- 


ceivership. This bank has been growing 
steadily ever since this stabilization, 
and has been steadily regaining public 
confidence. And, says the cashier, “I 
know all the arguments against Federal 
guaranty and agree with them in 
theory. But, while we had just as sound 
and just as liquid a bank as the one 
across the street, we were smaller, and 
the public got so panicky that they ran 
us out of money and would have had all 
our quick assets if we hadn’t voluntarily 
closed down to protect our loyal de- 
positors. Now we are getting a nice 
increase in deposits, a good deal faster 
since New Year’s than before.” 

To summarize the investigation, 
deposits are increasing more rapidly 
than before, whether in a billion-dollar 
big city bank or in a crossroads institu- 
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tion. The increase has not been at a 
sensational rate, but has come steadily, 
(Presumably more sensational figures 
could have been found by touring a 
hard-hit territory instead of the pros- 
perous area chosen because of its de- 
pression record of stability.) The harder 
a bank has been hit by the depression, 
the greater its proportionate gain under 
insurance. Competition during the in- 
surance period will be on a basis of 
friendliness and service; banks which 
have relied chiefly on their safety as a 
sales argument are at a disadvantage 
until they can develop the character- 
istics required under current conditions. 
The public really likes deposit insur- 
ance and attaches a great deal more 
importance to it than bankers can 
induce their depositors to admit. 


This silver plaque was presented to Walter J. Cummings, 
first chairman of the Federal Deposit Insurance Corporation, 
when he resigned from the Corporation recently. The fac- 
simile of the President’s writing says, “‘A big job, well done ”’ 


Aer DES 
| : 
AY, 
| 
a 
| 
( 
| 
PRESENTED, 
EDERAL DEPOSIT INSURANCE CORPORATION 
WASHINGTON 
JANUARY 25,1934 
} al 
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Efficiency in Trust Department Operation 


prance and dispatch must be 
the watchword of every trust de- 
partment, and while there are many 
ways of securing both, there may be a 
useful idea or two in the very illumi- 
nating talk on trust records recently 
delivered by John D. Boden of the 
Wells Fargo Bank and Union Trust 
Company of San Francisco. 

The right start is all-important. A 
careful review of the terms of the in- 
strument; an accurate double list of 
securities, one under the name of the 
trustor, the other broken down by 
securities; a prompt notification of all 
interested departments of their duties in 
connection with the account—all these 
are vital. In order that there may be a 
permanent record, always available, 
Mr. Boden suggests the use of heavy 
manila folders, with all the terms of the 
trust clearly stated on the left hand side 
and a complete record of securities with 
separate sheets containing all details 
on the right hand side. Included in this 
folder as time goes on must be copies of 
all account reviews, correspondence 
pertaining to investments and every- 
thing else of importance in connection 
with the account. 

To secure dual supervision, this rec- 
ord should be supplemented by indi- 
vidual security review records, kept on 
folding security review cards in a form 
that affords full visibility and a degree 
of control not otherwise possible. Every 
issue in every trust account should be 
reviewed periodically on a specified 
date, perhaps that on which financial 
statements are to appear, and at the 
time one review is completed, the 
tickler system should enter the next 
review date, which is also recorded on 
the visible margin of the card by means 
of a tab. By this procedure, there is a 
constant check on the efficiency with 
which the reviews are handled. It is not 
enough, either, to depend solely on 
periodic reviews, for in times like the 
present, the current news must be 
watched for favorable or adverse fac- 
tors. Delays in arriving at decisions 
must be avoided at all times, and any 
reasons for decisions fully recorded. 
Where securities are to be marketed, 
this constant watch of the market en- 
ables sales at better prices. 

To avoid overdrafts, the routine must 
provide for prompt notices from coupon 
and dividend clerks of the passing of 
dividends and the non-payment of 


coupons, so that disbursing clerks may 
readjust their monthly income records 
and that notices may promptly be sent 
to the proper people. In many cases, 
customers can be forewarned of im- 
pending defaults by a close watch of 
securities on the part of the analytical 
department. 

The vault man should be assigned the 
physical details of coupon handling, for 


the further check such a method affords 
on the accuracy and efficiency of the 
trust department. When but one cou- 
pon remains on a bond, it is helpful to 
transfer this bond to a separate case, 
for comparison with lists of maturities 
in the trust records. 

There should be a central receiving 
desk for all telegrams and cables so that 
responsibility can be fixed at all times. 


IN America’s 


INDUSTRIAL 


CENTER 


corporations and individuals 

move from your city to the Newark 
territory, give them a letter of intro- 
duction to New Jersey’s largest bank. 


FIDELITY UNION 
TRUST COMPANY 


° Member Federal Reserve System > 
NEWARK, NEW JERSEY 
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$540,000,000 Rail Maturities 


carried on. Since the bulk of their capi- 
talization was in the form of bonds 
whose interest payments could not be 
passed or postponed, receiverships have 
been inevitable. Six of the leading rail- 
ways of the United States were faced 
with receiverships last spring for this 
very reason and only advances from the 
R.F.C. saved them from bankruptcy. 
A majority of the roads which have 
been forced into receivership during the 
past year could have weathered the 
storm had their capital structure been 
confined mostly to stocks with a rea- 
sonable proportion in bonded indebted- 
ness. All these disadvantages are con- 
centrated into the very essence of 
trouble when, in addition to annual fixed 
interest charges, the roads are called 
upon to meet maturities of the principal 
at such a time as the present, when all 
capital markets seem closed to them. 


THE SINKING FUND 


THE sinking fund policy now proposed 
by the Federal authorities is designed to 
reduce this overload of debt with a view 
of enabling the railway companies to 
carry themselves in future bad seasons. 
The impracticability of establishing 
such funds except in a few cases at the 
present time is recognized, but it is 
pointed out by the Interstate Com- 
merce Commission that a cumulative 
fund of one-half of 1 per cent on present 
outstanding indebtedness, set aside each 
year, would retire the entire debt at par 
in 52 years. 

In the meanwhile reorganization of 
railways in receivership has presented a 
problem in prospective management 
somewhat parallel to that presented in 
the reorganization of banks through ad- 
vances by the R.F.C. On the face of 
things the R.F.C. as a principal creditor 
is in a position to exert an important 
influence upon the reorganization of the 
railways whose defaulted indebtedness 
it now holds and much of whose assets 
it controls as collateral. It might be ex- 
pected that in the ordinary course of 
things the Corporation would go into a 
huddle with the bankers, insurance 
companies and other heavy investors 
in railway securities, which heretofore 
have been accustomed to dominate such 
reorganizations, and a plan would be 
worked out which would protect, equi- 
tably, the Government’s interest as well 
as the interests of other creditors. 


(CONTINUED FROM PAGE 31) 


Just at this point, however, there 
steps in the new bankruptcy law. Pre- 
vious to the passage of the present 
Bankruptcy Act railways were excluded 
from the operation of the bankruptcy 
laws. Receiverships with their expensive 
delays, wasteful and inefficient admin- 
istration and confusion of interests, not 
to mention the piracy of assets by in- 
terested groups, have been the only 
method of reorganization. The new Act 
provides for a method of reorganization 
with a minimum loss of time, money 
and effort and with the least danger of 
manipulation by interested groups, but 
the key to this reorganization set-up is 
the Interstate Commerce Commission. 

It requires no particular perspicacity 
to realize that with the R.F.C. as one 
of the principal creditors of a railway 
and with the Interstate Commerce 
Commission the principal arbiter in all 
reorganization proceedings, the Gov- 
ernment will dominate the proceedings 
to the exclusion of other influences in 
much the same manner that the reor- 
ganization of failed banks is dominated 
by Government agencies through ad- 
vances by the R.F.C. and the super- 
visory authority of the Federal Reserve 
and the Federal Deposit Insurance 
Corporation. 


This control of railways requiring 
financing by the Government is not in 
the least accidental. It is of deliberate 
purpose in the public interest, and in his 
report the Coordinator of Transporta- 
tion recommends that Government fi- 
nancing of a road should not be ex- 
tended if it appears to the Interstate 
Commerce Commission that the carrier 
is in need of financial reorganization in 
the public interest. In other words, re- 
ceiverships for such roads are to be 
deliberately brought about with the 
intention of effecting prompt reorgan- 
ization involving material reduction in 
fixed charges. In such reorganization 
the Government, through its lending 
agencies or the Interstate Commerce 
Commission, will dominate even to the 
extent of controlling management per- 
sonnel. 


A FURTHER CLAIM 


THE Government’s hold upon the 
railways is also being strengthened 
through the Public Works Administra- 
tion. For the purpose of stimulating in- 
dustry the P.W.A. is loaning funds to 
railways at 4 per cent interest for the 
purchase of rails and other equipment, 
and up to last accounts it had agreed 
to put out a little over $200,000,000 for 
the purpose. Railways are turning to the 
P.W.A. for the financing of all equip- 
ment purchases for which they require 
loans, since the money is loaned them 
at a rate lower than that offered by the 
R.F.C. and without the collateral cov- 
erage required by the latter. Most of 
the P.W.A. railway financing has been 
done by the sale of equipment trust 


» certificates to the Government. 


NESMITH 


Thus it appears that the refinancing 
of railway maturities during the current 


| year involves considerably more than 


the avoidance of temporary embarrass- 
ment for the roads or the safety of loans 
made either by the investing public or 
the Government. If the bankers and 
investing public persist in their refusal 
to take the dominant part in this refi- 
nancing—a refusal doubtless supported 
largely by a realization that they can 
no longer have a dominant part in rail- 
way reorganizations in case of defaults 
in the future—the R.F.C. is faced with 
the alternative of either refinancing the 
roads or of precipitating receiverships 
in which the Government will exercise 
the dominant authority. 
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The First 
Deal 


Concerning Dollars, the Recovery 


Cyclone and Banks, in 


Clear, Sharp Outlines 


NE of the most important and 
O widely discussed subjects of the 

New Deal is money. The banking 
holiday of March, 1933, and the sus- 
pension of the gold standard in this 
country gave rise to a series of financial 
problems affecting every American 
citizen, to say nothing of the repercus- 
sions in the field of international finance. 
The fundamental principles of the gold 
standard have been called into question 
by those who have advocated the adop- 
tion of a commodity dollar or of some 
other type of managed currency. The 
groups recommending a wider use of 
silver as a basic monetary metal, as 
well as all those who believe that pros- 
perity can be obtained through a form 
of “controlled inflation”, have offered 
many suggestions concerning what 
should be done now and in the future 
about our monetary standard. These 
conflicting discussions have, no doubt, 
confused many readers, leaving them 
in doubt as to what the real problem 
was and what standard was best 
adapted to meet the needs of this coun- 
try. Several books have appeared deal- 
ing with this highly technical and 
difficult subject, and some have recom- 
mended definite plans for overcoming 
the fear and lack of confidence now 
prevailing regarding money and bank- 
ing in the United States. 

Those who adhere to the old gold 
standard or some modification of it will 
be pleased to know that E. W. Kem- 
merer has given us a very clear, non- 
technical and popular treatment of this 
perplexing subject in his book entitled 
Kemmerer on Money (Winston, Chicago 
and Philadelphia). This book represents 
an amplification of a series of articles 
written by the same author and pub- 
lished in the New York Sun. Many 


aspects of the Administration’s mone- 
tary policy are discussed by Kemmerer, 
including the gold standard, the gold 
purchase plan, the commodity dollar, 
greenbacks, the silver question, the 
results of inflation in Germany, the 
debtor and creditor classes and finally 
the way back to the gold standard. In 
discussing the results of inflation in 
Germany, he says: 

“Inflation proved ... as it has in 
every country in which it has been 
practiced a gigantic engine of wealth 
redistribution; an engine that worked 
night and day and worked blindly, 
taking wealth here and giving it out 
there, robbing one economic group or 
one social class for the benefit of an- 
other, and doing it all without rime or 
reason, and with no regard whatever to 
the merit or demerit of those benefited 
or those despoiled.” (p. 93) 

The reader will find the last chapter 
an interesting one, if for no other reason 
than because Kemmerer states what he 
considers the “Way Back to the Gold 
Standard”. He advocates stabilization 
and feels that a rate of about 6624 
would “not be far from the present 
gold value of our paper dollar.” He 
thinks it “ unwise to undertake to return 
to the old gold parity.” This would, he 
says, be “politically impossible.” He 
recommends a return to gold but “the 
gold bullion standard should be adopted 
in place of our former gold coin stand- 
ard.” He adds two or three paragraphs 
at the end of the book dealing with the 
President’s proposals of January 15, 
1934, for stabilization, but he con- 
cludes on the last page of this discussion 
that a “reduction of one-third in the 
gold content of the dollar . . . would 
be the maximum devaluation that 
should be considered.” 


The book is interestingly written and 
should do much to simplify the mone- 
tary discussion at the present time. 
That it does not cover the subject in any 
exhaustive manner, Kemmerer, the 
author of many books and articles on 
this subject, would himself be the first 
to admit. It must be judged in the light 
of the objectives set by the writer, 
which were to simplify, to clarify, to 
present certain of the obvious faults of 
the commodity dollar, to point out some 
of the effects of inflation in certain 
countries and to show why in his judg- 
ment the gold standard is superior to 
any yet suggested by the present ad- 
vocates of managed currency. If judged 
upon the basis of these aims the book 
has certainly contributed a great deal 
and deserves the careful attention of 
those who are interested in the purchas- 
ing power of the dollar and the im- 
plications involved in the present 
monetary policy of this Government. 
We hope Professor Kemmerer will carry 
his discussions much further in this 
field in the near future despite the fact 
that we all know now that his recom- 
mendations and ideas have been re- 
jected by the Roosevelt Administration. 


RECOVERY ECONOMICS 


WITH returning signs of slow business 
recovery many bankers, business men 
and students of economics are con- 
cerned with the part which the New 
Deal has played in this turn of events. 
Much of the discussion dealing with 
this topic has been superficial and con- 
sists of blind enthusiasm or unintelligent 
criticism. All those who are really and 
genuinely interested in the underlying 
principles and implications of the 
N.R.A. should welcome the appearance 
of The Economics of the Recovery Pro- 
gram by seven Harvard economists 
(McGraw-Hill Book Co., New York), 
regardless of which side of the con- 
troversy they may be on. It attempts, 
we are told, the “first serious analysis 
of the recovery program.” This little 
book covers depressions, purchasing 
power, industry, prices, the worker, the 
farmer and politics in relation to the 
national recovery program. 

Readers will not find all parts equally 
interesting. The banker will naturally 
turn to the treatment of higher prices 
and purchasing power, which are more 
closely related to his particular field of 
activity. The agriculturist will want to 
know how the program will affect the 
farmer in the long run. The worker and 
politician will find other sections more 
to their liking. Each class, regardless of 
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his special interest, should read the 
entire book in order to appreciate the 
points of view presented by the various 
writers. A “do nothing” policy is 
not advocated, but this group of econo- 
mists find much to question in the New 
Deal. There is, says Schumpeter, “no 
reason to despair” when viewing our 
present economic conditions. According 
to these economists we have passed 
through other difficult periods and will 
do the same again despite all the dis- 
couraging and unfavorable news about 
business recovery. 

The authors of the book are critical 
of the New Deal. They do not regard 
the N.R.A. and many other efforts of 
the Administration as being primarily 
responsible for the improvement in 
business in this country. Improvement 
has taken place in other countries as 
well where there was no new deal. The 
national recovery program, according 
to this group of serious thinkers, has 
failed to take account of certain stub- 
born facts which may result in a re- 
tardation of economic recovery rather 
than promote it in the end. They offer 
no solution and frankly admit that that 
was no part of their task. This is most 
unfortunate, even though we recognize 
the critical contribution made. 


BANKING LAWS 


IT is a well established custom in 
Canada to consider the question of 
revising the banking laws at least once 
during each decade. In this way the 
banking laws are changed with changing 
economic conditions. Canadian bankers 
have been deeply interested and have 
participated actively in this practice. 
In this country no such policy has been 
followed, with the result that changes in 
our banking laws come generally in the 
form of “additions” to an old law 
without much thought being given to a 
complete revision and, in such sporadic 
changes, the banking fraternity has not 
been as active and influential as it 
should have been. 

Many important changes took place 
in our banking system during the past 
year, which have been, in many cases, 
made possible by modifications in our 
banking laws. No books have been 
written outlining the principal features 
of these new laws or even suggesting the 
nature and scope of these changes. 
Bankers will find, however, that helpful 
compilations have been made. 

Since many restrictions have been 
imposed upon bankers by banking 
laws, it is doubly important for those 
in charge of banks to become acquainted 


with these amendments in order to 
observe them. Federal Banking Laws, 
edited by John Edson Brady (John 
Edson Brady, publisher, Cambridge, 
Mass.), is a compilation of the Federal 
statutes, including laws applicable to 
national banks, state member banks 
and the Federal Reserve System, includ- 
ing the Banking Act of 1933. While this 
is primarily a compilation, it neverthe- 
less has many comments regarding 
amendments to the laws which were 
enacted during the past year. 

Several states made amendments to 
their banking laws, for example, New 
York and California. The Bank Act of 
the State of California as amended 
(California Bankers Association, San 
Francisco) is a new edition of California 
banking laws. It includes all the amend- 
ments which were made by the legisla- 
ture up to January 1, 1934. While there 
is little descriptive matter added, there 
is at the end of each new section a brief 
statement regarding the meaning of the 
new or revised provision. This act is 
valuable and should be of timely in- 
terest to all bankers for the reason that 
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the work of segregating bank assets has 
been carried farther there than in any 
other state. New York Banking An- 
notated, 1933 (edited by W. E. Baldwin 
of Banks-Baldwin Law Publishing Co., 
New York) includes all the recent 
amendments to banking laws which are 
now in force in the state of New York. 
One very attractive feature of this 
compilation not found in most other 
laws, and even then in a much con- 
densed and abbreviated form, is the 
abundance of references, citations and 
opinions which serve to show what the 
various sections really mean when in- 
terpreted or put into effect. The book 
is important also for the reason that 
the New York banking law is one of the 
best in the country and all banking 
reformers naturally turn to see what the 
practice in the state of New York is, 
just as they turn to California when 
interested in the idea of segregation. 
Joun M. CHAPMAN 


Chapman’s book, Con- 
centration of Banking (Columbia 
University Press), is a monumental his- 
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tory of recent banking developments in 
the United States. Although the litera- 
ture on American banking is rather 
large and various aspects of commercial 
banking have been discussed in other 
works, the present volume fills a need 
which has long been felt by many 
students of the subject. In view of the 
large number of mergers that have taken 
place in recent years, the chapters, 
“Scope and Extent of Bank Mergers”, 
“Principal Causes of Bank Mergers” 
and “Effects of Bank Mergers and 
Consolidations” are of the utmost 
importance. 

The volume is by inference a severe 
indictment of the unit banking system 
of the country. Professor Chapman lets 
the figures speak for themselves. Not 
only have the largest number of bank 
failures occurred among the smaller 
unit banks but tabulations also in- 
dicate that such banks had not been 
profitable enterprises from the stand- 
point of the stockholders. Similarly, the 
study reveals that group and chain 
banking in this country have on the 
whole not been successful and that a 
number of groups and chains are merely 
awaiting an opportunity to take up 
branch banking as soon as the banking 
laws permit. The author reaches the 
conclusion that “there are few, if any, 
real advantages in group banking that 
could not be enjoyed under a branch 
banking system if the laws permitted 
the operation of branches on the same 
geographical basis as that enjoyed by 
the groups.” 

Although the author is as impartial 
as possible and merely endeavors to 
give facts and figures, he reaches the 
conclusion that the development of 
branch banking would greatly improve 
the banking structure of the United 


= 


States. Despite the criticisms that have 
been made against the operation of 
branches, there are powerful arguments 
in favor of further extension of the 
branch banking system, particularly in 
the case of mutual savings banks. 
Professor Chapman, however, is not 
unmindful of the fact that branch bank- 
ing has not always proved successful 
and believes that careful measures 
should be adopted to prevent repetition 
of previous mistakes. 

The book is written in a clear, lucid 
style and contains a great deal of in- 
formation hitherto not readily avail- 
able. Professor Chapman’s study should 
prove of great value not only to practi- 
cal bankers and students of banking, 
but also to the public at large. 

Marcus NADLER 


New Books 


AMONG the recent useful and in- 
formative books received by the Jour- 
NAL are the following: 

100 Years of Land Values in Chicago 
by Homer Hoyt; Miscellaneous Writings 
of Andrew Carnegie (2 volumes) edited 
by Burton J. Hendrick; Vital Guide- 
posts to Successful Trading and Investing 
by Owen Taylor; Hezekiah Niles as an 
Economist by Richard Gabriel Stone; 
The National Recovery Program by 
James D. Magee, Willard E. Atkins and 
Emanuel Stein; Trade Depression and 
the Way Out by R. G. Hawtrey; 
Mathew Carey—A Study in American 
Economic Development by Kenneth 
Wyer Rowe; The Secret of Steady Em- 
ployment by F. Creedy; Principles of 
Money and Credit by Roy L. Garis. 

America Self-Contained by Samuel 
Crowther; Social Reconstruction by 
Harold Rugg and Marvin Krueger; 


Coming 
Events 
Cast Their 
Shadows 


Before 


1934 


What will 
become 
of your 
dollars? 


One question that needs 
answering today is what 
the dollar will be worth to- 
morrow and days after to- 
morrow. In this clear inter- 
pretation, an economist of 
international reputation 
states simply and directly 
the problems he sees ahead 
and how you can best meet 
them. 


DOLLARS 


BY LIONEL D. EDIE 


book is good 
reading. It will en- 
able you to discuss 
**money’’ intelli- 
gently. From the 
middle of the road 
the author illumi- 
nates both sides 
with good straight 
talk and definite 
conclusions. 


At your bookstore $2.50 


YAL 


UNIVERSITY 
PRESS 


Federal Tax Handbook, 1933-34 by 
Robert H. Montgomery; Horses and 
Apples by Bassett Jones; America Goes 
Socialistic by Henry Savage, Jr.; Soviet 
Russia 1917-1933 by Vera Micheles 
Dean; Weeds of Wall Street by Arthur 
W. Wickwire; Personal Trust Adminis- 
tration by Cuthbert Lee; Balances of 
Payments 1931 and 1932 (League of Na- 
tions); Statistiques du Commerce Ex- 
terieur 1931 et 1932 (League of Nations). 

Monetary Stability by Alexander 
Mahr; What Happened to Our Banks by 
William P. Malburn; The Banks, the 
Budget and Business by Joseph B. Hub- 
bard; Our Economic Society and Its 
Problems by Rexford Guy Tugwell and 
Howard C. Hill; The United States and 
the Caribbean Area by Dana G. Munro. 

Railroad Mergers by John Will Chap- 
man; Depreciation by the staff of the 
Public Service Commission of Wiscon- 
sin; Women and Wealth by Mary Syd- 
ney Branch; Trade Associations and 
Industrial Control by Simon N. Whit- 
ney; Recovery and Common Sense by 
O. M. W. Sprague; Toward a Planned 
Economy by Sir Arthur Salter; The Con- 
sumer’s Dollar by Edward A. Filene; 
Sweden: Where Capitalism Is Controlled 
by Marquis W. Childs; Proceedings 1933 
Convention N.A.R.U.C. 
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Banks and Politicians 


To the JOURNAL: 


introduced a system 
of Government inspection that was 
designed to reduce dangers of bank 
failures. Under that system the number 
of failures increased to such an extent 
that the President considered it advisa- 
ble last spring to close temporarily all 
the banks. They also introduced the 
Federal Reserve System, that was de- 
signed to prevent, among other things, 
financial panics. Under that System we 
had the most disastrous financial panic 
the country has ever known. 

Activities of politicians in the banking 
industry have extended far beyond the 
introduction of a system of inspection 
and the Federal Reserve Act. The au- 
thor of an article in the AMERICAN 
BANKERS ASSOCIATION JOURNAL last 
year told of the astonishing inroads of 
the Government in the banking system. 
“ America’s biggest banker today is the 
Federal Government,” he wrote. ‘‘The 
United States is now operating 52 financ- 
ing institutions. Forty of these are 
owned entirely by the Government. In 


12 more the Government has already 
a two-thirds interest. Thirty-seven are 
intended to be permanent. Twenty-five 
of the permanent ones and 14 of the 
temporary ones are agricultural. 

“The capital stock held by the 
United States in these banks has a par 
value of $1,380,000,000. The Govern- 
ment’s total investment is nearly $2,000,- 
000,000. Resources of these institutions 
exceed $3,000,000,000. In addition the 
Government has detailed supervision 
over 51 mortgage banks, operating un- 
der Federal charter. The Government 
also supervises 4,600 local agricultural 
loan associations with Federal charters.” 

The Reconstruction Finance Corpo- 
ration, acting under an authority re- 
cently given to it, has secured for the 
Federal Government a large interest in 
many banks, is rapidly increasing the 
number and, if the present rate of in- 
crease continues, the Government will 
soon have added financial control to the 
political control it is now exercising over 
the entire banking industry of the coun- 
try. The politicians have met surpris- 
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ingly little opposition in their march to 
control over the banking system. They 
have tried to show that systems of gov- 
ernment banking are working success- 
fully in other countries and that we can 
do the same in the United States. But 
a better basis on which to form an 
opinion is surely that of whether our 
Government is adapted to the task of 
operating our system of banking; of 
whether methods employed in the ad- 
ministration of our Government can be 
used for making improvements in the 
operation of our banks. 

Since Governmental control of banks 
would mean control by politicians, we 
ought to ask ourselves the question 
whether our politicians are better fitted 
to control our banks than are our bank- 
ers; whether we can expect from our 
politicians more help in keeping our 
money and in furthering the best inter- 
ests of our communities than we can 
expect from our bankers. There is only 
one answer to the question. 

The statement has been made that 
Federal control of banks does not mean 
their control by local politicians, but 
rather by the Government at Wash- 
ington. In political practice, however, 
Federal jobs in communities are care- 
fully allocated to local politicians in or- 
der to strengthen the national organiza- 
tion. There is no reason for supposing 
this practice would not be followed un- 
der Federal operation of banks. Under 
that control, therefore, we could expect 
to see most of the jobs in our local banks 
held by those having political influence. 

One of the features of our Federal 
Government that unfits it for the opera- 
tion of banks is its uncertainty and lia- 
bility to change. Every four years one 
party may go out of power and another 
come in. This often results in a reversal 
of practices. It often results in large 
numbers of employees being replaced by 
others on no basis other than political 
applications. Such uncertainties and 
changes can only be detrimental to 
good results in banking or any other 
industry. 

It is difficult to see wherein our banks 
could be made more useful to depositors 
or to communities by changing them 
from industries operated for profit to 


‘ parts of a political machine. It is very 
“easy to see how such a change would 


make them less useful. 
CLEMENT F..STREET 
Greenwich, Conn. 
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The Condition of BANKING 


(CONTINUED FROM PAGE 5) 


dominated by Government lending. 

In the meanwhile credit conditions in 
the banks have continued easy, within 
the limits in which credit was used. The 
excess reserves of member banks in the 
Reserve banks have decreased slightly 
but not to an extent that would affect 
the credit situation. The Reserve banks 
have been reducing their rediscount 
rates in the several districts more to 
discourage gold imports from Europe 
than to affect credit conditions. Interest 
rates have remained steady during the 
month with a slight tendency to weaken 
on time loans. Deposits in reporting 
member banks increased by about $200- 
000,000 during the month, exclusive 
of Government deposits, which also 
showed an increase. The total resources 
of all banks were also increased tre- 
mendously by the hundreds of millions 
of dollars poured into them in preferred 
stock and capital note subscriptions. 
The rush of gold from Europe to profit 
by the difference in the foreign and 
domestic value of the dollar is also 
pouring funds into the banks. 


THE HAZY OUTLOOK 


UNDOUBTEDLY the failure of busi- 
ness to move forward rapidly under such 
stimulus is due to the continued uncer- 
tainty of the general situation. It is 
realized that whatever progress has 
been made in business advancement 
has been the result of Government 
spending. Since December the Treasury 
in Washington has been dumping 
money into trade channels at the rate of 
about a billion dollars a month. Most of 
this has been in expenditures by the 
C.W.A., the P.W.A. and the A.A.A. 
There is uncertainty as to how long this 
is to continue. The Government itself, 
in its budget arrangements, has fixed 
May 15 as the first halting point, with 
next autumn as the limit of all such 
major expenditures except the hang- 
over of the public works program and 
comparatively small direct relief. Obvi- 
ously industry cannot expand upon a 
permanent basis in the face of the 
prospect that this extraordinary market 
will be cut off. Rising prices also reflect 
operations of the N.R.A. which, through 
wage increases and restrictions on pro- 
duction, threaten profits, especially 
since a buyers’ strike against high 
prices is not only a possibility but is 
already showing its ugly head above 
water. Price fixing under some codes is 
being condemned even by men in the 
industries affected. Agitation against 


monopolistic tendencies by persons 
high in authority, including persons 
within the N.R.A. organization itself, is 
increasing, naturally affecting industrial 
prospects. Proposed regulation of stock 
and commodity exchanges has already 
affected security and commodity prices 
unfavorably, offering further discour- 
agement for long term financing. 

Budget prospects form another un- 
certain factor. Oversubscription of the 
Treasury’s $800,000,000 February fi- 
nancing, following the billion dollar 
issues in January, demonstrates that for 
the present at least there is no longer 
any question of the ability of the Gov- 
ernment to borrow money at fair rates 
of interest. There is increasing doubt, 
however, as to the ability of the Gov- 
ernment to end its extraordinary ex- 
penditures within the next fiscal year 
as it has engaged itself to do. Firmness 
shown by the Administration in insist- 
ing that C.W.A. and direct relief 
expenditures for the rest of this fiscal 
year be held to the $950,000,000 appro- 
priated has given some assurance that 
its program will be adhered to, but it is 
already evident that other extraordinary 
expenditures will exceed its estimates. 
It is also evident that unless general 
business so improves as to be able to 
pick up the industrial employment 
burden within the next few months, 
which so far it gives no promise of 
doing, relief expenditures for the next 
fiscal year will far exceed the estimates 
and give another lift to the Govern- 
ment’s mounting indebtedness. 


AND MONEY 


OVER the entire situation hovers 
monetary uncertainty. The devaluation 
of the dollar to the preliminary and 
probably permanent rate of 59.04 per 
cent of its former gold content has 
resulted in an influx of repatriated 
American and foreign funds which 
promises to cheapen money without 
stimulating industry or trade. The 
slowness of the dollar’s value abroad to 
adjust itself to the new parity is signifi- 
cant, but no one seriously questions the 
ability of the Government to secure and 
maintain the new parity so long as the 
two billion dollar stabilization fund 
holds out. It is still uncertain, however, 
in what way and to what extent this 
will affect domestic commerce and 
industry. Until this and other uncer- 
tainties are cleared up there is little 
promise that the business and banking 
situation will materially improve. 
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Determining a 


R. ALLERDYCE, vice-president, 
sat at the head of the directors’ 
table at the bank and looked 

around at his twenty-three fellow board 
members gloomily as he explained the 
tragedy which had placed him tempo- 
rarily in the réle of presiding officer. 
Something had happened to the presi- 
dent. “It was horribly sudden,” ob- 
served Mr. Allerdyce; “Jim had been 
standing by the door of his private 
office by the newsticker when the 


President’s budget speech declaring the 
Government had to borrow and spend 
$10,000,000,000 in six months came out. 
Jim looked kind of puzzled for a mo- 
ment and then rushed into his office, 
grabbed his phone, called up the Federal 
Reserve Bank, and tried to borrow a 
billion dollars. 

“The discount officer over there 
knew Jim’s voice and asked him how 
long he wanted the money. Then he 
realized the amount and told Jim he had 
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available in limited amounts 
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THE DE LUXE CHECK PRINTERS 


KANSAS CITY 


NEW YORK ST. PAUL 


better speak to the Governor of the 
Reserve Bank about it. The Governor 
got kind of sore at being called on sucha 
trivial matter—he thought Jim was 
kidding—and then Jim went up in the 
air, raised the roof and roused the whole 
bank. Well, we finally got Jim to a 
sanitarium; the Federal people sent 
over examiners to look over our books 
but they didn’t find anything wrong. It 
was so sudden, luckily. I am sorry to say 
Jim’s condition is hopeless; his mind 
appears permanently unbalanced.” 

The board murmured sympathet- 
ically and relit cigars. Mr. Allerdyce 
consulted a pile of papers in front of 
him, whispered to the secretary and 
cleared his throat. “Jim said this meet- 
ing was to be awfully important, and 
after looking over the unfinished busi- 
ness I feel a little appalled myself,” he 
remarked. “Well, we might as well get 
started. 

“The first thing is the capital notes 
business. Jesse Jones, chairman of the 
RFC, is getting a little impatient. You 
see last November we promised, with 
other New York banks, to cooperate 
with the President in showing the coun- 
try how to borrow money from the 
Government, and since then we have 
stalled along hoping we wouldn’t have 
to and that Jesse would forget. But he 
hasn’t; we should put out $2,000,000 in 
notes even if we don’t need to, he says. 
We get their notes in exchange for ours; 
we put out $2,000,000 4 per cent notes 
and he gives us $2,000,000 214 per cent 
notes. Just note shuffling, you know, we 
losing 134 per cent on the—er—new 
deal. Gentlemen, I move we OK the 
notes or we may get stung worse. 
Motion is carried.” 

Mr. Allerdyce conferred again with 
the secretary and pulled out a sheaf of 
typewritten sheets which were passed 
around the table. ‘Those are our slow 
loans,” he commented; “Jim thought 
we ought to take final action on ’em. 
Those marked with one asterisk are 
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New Par Value 


slow but hopeful; those with two aster- 
isks are slow but less hopeful; those with 
three are hopeless and not even slow. 
The Reserve Bank’s examiners object to 
most of them; the state banking depart- 
ment to some and the clearinghouse 
examiners say all are N. G. The aggre- 
gate is $4,636,087.13. Shall we write 
’em down to $1,159,021.78? Motion is 
carried. I might say we got a fierce 
writeoff to take on our Government 
bonds due to the rubber dollar stuff and 
also on twelve pieces of real estate with 
which we got stuck on foreclosure but, 
gentlemen, with your permission I will 
postpone action on these until our next 
meeting.” 

Vice-president Allerdyce took a glass 
of water and glanced at the clock; the 
board stirred restlessly. Mr. Allerdyce 
continued: 

“T know it’s getting late and you 
gentlemen want to get out of here before 
the market closes. But there is one thing 
more which Jim considered vitally im- 
portant: our capital readjustment. The 
bank’s capital now stands at $14,500,— 
000 in shares of $20 par; our surplus is 
$5,000,000 and undivided profits $1,400,— 
000. It was Jim’s idea to reduce the 
capital from $14,500,000 to $10,000,000, 
which would provide $4,500,000 for 
writeoffs and leave the surplus and 
profits unchanged. We would accom- 
plish the reduction by a cut in the par 
value of our stock. (To secretary) How 
did he figure it? (Secretary says he tried 
to but couldn’t.) Well, anyway, it’s 
simple. Say the par is cut to $12.50. 
(Figures hastily on pad.) No; that’s too 
much cut; makes the capital only 
$9,062,500. Gentlemen, we must have 
$10,000,000 capital; it wouldn’t look 
dignified to have less. There must be a 
way. (Board members start figuring.) 
Try $13 par. (Several members at once 
protest it would be unlucky.) Well 
everything’s unlucky now, but make it 
$14. (Figures rapidly.) That makes it 
$10,150,000; too much. It’ll have to be 


$13 far palue—excuse me—par value, 
whether you like it or not.” 

Mr. Allerdyce mopped his face; one of 
the directors objected that $13 wouldn’t 
go either; it would make the capital 
$9,425,000. Another board member ex- 
perimented hopefully with $13.50; but 
that made the capital $9,787,500. An- 
other, after some scribbling, said $13.75 
might do, but it didn’t. Mr. Allerdyce, 
meanwhile, continued calculating rap- 
idly. Finally he said, ferociously: 


“There’s only one way to do it; make 
the par $10 and borrow the rest from 
the Federal Reserve. I’ll call ’em up 
and—” 

But the board rose as one man and 
laid gentle, restraining hands upon Mr. 
Allerdyce. Then they fixed the par 
value at $13.80 a share, which made the 
capital $10,005,000. They decided to get 
rid of the extra $5,000 at the next 
meeting. 
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Financial Advertisers 


IRECTORS of the Financial Ad- 

vertisers Association, meeting in 
Buffalo, N. Y., on February 12, voted 
to hold their 1934 convention in Buffalo 
September 10 to 13. 

In making this announcement, Alva 
G. Maxwell, president of the Associa- 
tion, stated that reports rendered at the 
meeting by various directors and com- 
mittee chairmen reflected a decidedly 
optimistic outlook, with a majority of 
banks taking the greatest interest in 
several years in advertising and public 
relations activities. 

Replies to a recent questionnaire sent 
out by the Association, Mr. Maxwell 
revealed, showed for most banks an in- 
creased advertising appropriation for 
1934. 


Alva G. Maxwell 


Membership of the Financial Adver- 
tisers Association embraces representa- 
tives of leading banks and financial 
advertising agencies throughout the 
country. Its officers are: 

President, Alva G. Maxwell, Citizens 
& Southern National Bank, Atlanta; 
first vice-president, I. I. Sperling, The 
Cleveland Trust Co., Cleveland; second 
vice-president, J. Mills Easton, The 
Northern Trust Co., Chicago; third 
vice-president, Robert W. Sparks, Bow- 
ery Savings Bank, New York; treas- 
urer, Fred W. Mathison, National 
Security Bank, Chicago; executive sec- 
retary, Preston E. Reed, 231 S. La 
Salle St., Chicago. 

The directors include C. Delano 
Ames, Maryland Trust Company, Bal- 
timore; Leonard A. Chambliss, Fidelity 
Union Trust Company, Newark; Ralph 
M. Eastman, State Street Trust Co., 
Boston; Albert E. Felsted, First Na- 
tional Bank, St. Paul; Stephen H. 
Fifield, Barnett National Bank, Jack- 
sonville; Mrs. Beatrice E. Kempf, 
Fidelity-Philadelphia Trust Co., Phila- 
delphia; Jacob Kushner, United States 
Trust Company, Paterson; W. G. 
Murrah, First National Bank, Atlanta; 
W. H. Neal, Wachovia Bank & Trust 
Co., Winston-Salem, N. C.; Harve H. 


' Page, The Northern Trust Co., Chi- 


cago; W. M. Sherrill, First National 
Co., St. Louis; G. L. Spry, Huron & 
Erie Mortgage Corp., London, Canada; 
Raymond I. Tennant, California Bank, 
Los Angeles; James L. Walsh, National 
Bank of Detroit, and John E. Wright, 
Fidelity Trust Co., Pittsburgh. 
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F. D. I. 


that temporary deposit in- 
surance is protecting 36.1 per cent 
of all the deposits in all the banks of the 
country, E. G. Bennett, director of the 
Federal Deposit Insurance Corpora- 
tion, issued the following statistics on 
February 4. This table shows the num- 
ber of banks in each state which are 
members of the temporary deposit 
insurance fund: 
Number of 

State 
Alabama 
Arizona 


Colorado 

Connecticut. . . 

Delaware 

District of Columbia 

Florida 

Georgia 


Kentucky 


Maryland 
Massachusetts................ 
Michigan 

Minnesota 

Mississippi 
Montana 

Nebraska 


New Hampshire 
New Jersey 
New Mexico 


Rhode Island 

South Carolina 

South Dakota 


Vermont 

Virginia 
West Virginia 

Wisconsin 

Wyoming 
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| 266 
| 136 
111 
138 
251 
Idaho. 
Indiana...................... 439 
| Kansas....................... 377 
142 
Maine....................... 86 
178 
| 208 
334 
648 
192 
579 
327 
Nevada...................... 10 
New York.................... 898 
North Carolina............... 222 
North Dakota................ 191 
995 
15 
vy 
Tennessee.................... 291 
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The Mechanics of Public Relations 


(CONTINUED FROM PAGE 36) 


tossing a check and see what happens. 
Watch it go into a tail-spin and fall 
upside down. 

I doubt if the champion horseshoe 
pitcher of the United States can toss 
pass books back to customers and make 
a good score. What a surprise awaits 
our customers as their pass books, 
checks and all other documents which 
were formerly tossed to them are handed 
to them right side up. Watch them as 
they observe this new courtesy. 

It’s going to make them more friendly 
and give them a greater pride in their 
bank. It is going to prove to them that 
you are gentlemen. 


Florida 
Bondholders 


We can supply fiscal 
data on all Florida mu- 
nicipalities, counties 
and districts. 
A MONTHLY REPORTING 
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to enable Florida bond- 
holders to appraise 
their holdings currently 
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able service charge. 
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Inflation 

They are always in favor of re- 
financing — themselves — at your 
expense. But they will have an 
“avoiding” respect for you if they 
discover that you 
are protected by 
Padua Hold-up 
Alarm Foot Units. 
Let us give you an 
estimate. 
PADUA Hold-up Alarm Corporation 
125 Seneca Street Cohoes, N. Y. 
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What could be more elemental than 
for us to discuss the desirability of using 
more often the terms, “Please” or “I 
thank you.” Even the person who can- 
not read or write reacts with a smile of 
approval when either of these terms is 
addressed to him. 

Take the man who is careless about 
his manners and who, as a rule, never 
uses these terms except at rare inter- 
vals, and it is surprising how it pleases 
him to be addressed with “Please”’ or 
for you to show your appreciation for a 
favor he has done you by saying, “I 
thank you.” 

“Please”’ leads. It never drives. 

So beginning tomorrow, it’s “ Please” 
and it’s “I thank you” whenever 
proper. 

And let me assure you that these 
expressions will never wear out through 
use or become obsolete and out-of-date. 

Like similar courtesies, these terms 
have never failed to pay big dividends. 
In fact, it is in times of financial stress 
when customers are more or less worried 
and in need of the cooperation of a 
friendly bank that these terms can be 
made to pay an extra dividend regularly. 

I will conclude this preliminary con- 
ference by calling attention to a matter 
which has been left for “George to do.” 

All my life I have been trying to lo- 


cate this fellow they call “George” who | 


is expected to be found on the receiving 
end of all “buck passing’’, and I can’t 
locate him. For this reason, I have 
reached the conclusion that anything 
that is left for George to do will never 
be done. At least, George has never 
done any work around any bank that 
I have been in. 

Beginning tomorrow, George will not 
be working in this bank, and for that 
reason each of you will be held respon- 
sible for the condition of the stationery, 
ink and pens used by customers at 
your station. 

That doesn’t mean that you are to 
become janitors and clean your own 
inkwells. Not at all. It means that each 
day before this bank opens its doors to 
the public, you will each inspect the 
supplies at your station and know for a 
certainty that they are in good condi- 
tion, and if not that you will report 
your findings to the management. 

Hereafter, this bank will not expect 
its customers to use scratchy pens, 
dirty ink or poor stationery. 

The day for complaints from this 
source has passed. 

Any questions? 
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122 Branches in South- 
ern California. Each 
Branch presenting the 
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Bank. 
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ELBERT HUBBARD II 
CALLS WILLARD 


“RESIDENCE OF 
PRESIDENTS” 


* WASHINGTON is a 
place of political appoint- 
ments—but whether yours 
are political, business, or so- 
cial appointments, you will 
facilitate your contacts, and 
distinguish them with the 
right social background, in 
selecting The Willard Hotel. 


Single Rooms with Bath $4 up 
Double Rooms with Bath $6 up 


One 
WILLARD HOTEL 


Washington, D. C. 
H. P. SOMERVILLE, Managing Director 
P. S—Mr. Coolidge, Mr. Taft, and 
Mr. Harding stop at The Wil- 
lard before their Inauguration. * 
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Labyrinth stamped on a gold coin of Cnossus, 

about 500 B.C. According to a Greek myth, 

Theseus, having killed the Minotaur at the center 

of the Labyrinth, found his way out by following 

a golden thread, one end of which was held outside 
the maze by Ariadne. 


Tue symbol of the Labyrinth would be a proper 
embellishment for money today. Few persons presume 
to know their way through the current maze of eco- 
nomic contradictions and confusion. Nevertheless one 
thing is certain. Business and finance need more than 


ever before dependable sources of sound information. 


The JOURNAL is Living History. 
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Showing Up the Byrd Expedition 


CONVENTION 
CALENDAR (1934) 


A. B. A. MEETINGS 


Apr. 16-18 Spring Meeting of Executive 
Council, New Arlington Hotel, 
Hot Springs, Arkansas. 

June 11-14 A.I.B. Convention, Washington, 
D.C. 

Oct. 22-25 A.B.A. Convention, Washington, 


State Associations 

Apr. 20-21 New Mexico Bankers Associa- 
tion, Albuquerque. 

Apr. 26-27. North Carolina Bankers Asso- 
ciation, Pinehurst. 

Apr. Louisiana Bankers Association, 

Alexandria. 

Oklahoma Bankers Association, 

Tulsa. 

Arkansas Bankers Association, 

Little Rock. 

May 15 Mississippi Bankers Association. 

May 15-16 Missouri Bankers Association, 
Excelsior Springs. 

May 15-17 Texas Bankers Association, 
Dallas. 

May 17-18 Alabama Bankers Association, 
Birmingham. 

May 17-18 Kansas Bankers Association, 
Wichita. 

May 17-19 New Jersey Bankers Association, 
Ambassador Hotel, Atlantic City. 

May 21-22 Illinois Bankers Association. 

May 23-25 California Bankers Association, 
Del Monte. 

May 23-25 Pennsylvania Bankers Associa- 
tion, Atlantic City, N. J. 

May 24-25 Georgia Bankers Association, 

Albany. 

Tennessee Bankers Association, 

Knoxville. 

Virginia Bankers Association, 

Virginia Beach. 

West Virginia Bankers Associa- 

tion, White Sulphur Springs. 

June 12-13 Minnesota Bankers Association, 
St. Paul. 

June 15-16 Colorado Bankers Association, 
Hotel Antlers, Colorado Springs. 

June 18-20 Iowa Bankers Association. 

June 19-20 Wisconsin Bankers Association, 
Milwaukee. 

June 20-22 Michigan Bankers Association, 

Grand Rapids. 

North Dakota Bankers Associa- 

tion & South Dakota Bankers 

Association (joint convention), 

Deadwood, S. D. 


May 8-9 


May 8-9 


May - 
June 7-9 


June 8-9 


July 2-4 


Other Financial 


Apr. 26-30 Bankers Association of Mexico, 

Mexico City. 

National Association of Mutual 

Savings Banks, Waldorf-Astoria, 

New York, N. Y. 

Sept. 10-13 Financial Advertisers Associa- 
tion, Hotel Statler, Buffalo, 
N. Y. 


May - 


AAS TABILIZATION 
VOYAGE. 
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T WAS the firm conviction of Mr. 
Micawber that the future would 
take care of itself. 

“Tf Mr. Micawber’s creditors will not 
give him time,” said Mrs. Micawber, 
“they must take the consequences; and 
the sooner they bring it to an issue the 
better. Blood cannot be obtained from a 
stone, neither can anything on account 
be obtained at present (not to mention 
law expenses) from Mr. Micawber.”’ 

Yet despite the unmistakeable tend- 
ency these days to embrace the Micaw- 
ber philosophy in public and private 
affairs, there are still persons who per- 
sist in the belief that the future does not 
take care of itself. 

A proper regard for the future is the 
essence of thrift and the first essential of 
success. Out of accumulated savings 
have come the funds which built the 
United States. The homes, the apart- 
ment houses, the factories, the rail- 
roads, the light and power plants, the 
roads, the schools and the public build- 
ings have come from thrift. 

An analysis of the accounts in a bank, 
tlfe ebb and flow from these accounts 
into business and industry and back, 
the extra employment and increased 
buying power that is made possible by 
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Seriously 


the wise realization of these savings, all 
will prove illuminating. 

Equally instructive will be a study of 
the relation between the velocity of 
these deposits and net profit, the infinite 
number of transactions, the tremendous 
variety of operations that have to be 
undertaken before the bank can add 
even as little as $500 to its net annual 
profits. 

A cost increase as small as one mill 
per transaction would have an amaz- 
ingly adverse effect upon these profits. 
Conversely, any saving anywhere along 
the line that would cut a mill from these 
unit costs or add a mill to the unit profit 
would mean an important increase in 
net earnings and a broader opportunity 
for every one in the bank. 

In your bank, in every bank, there 
are opportunities to effect savings and 


to increase profits. There are steps that 
can be eliminated, operations that can 
be simplified, details that can be con- 
solidated. 

Certain short-cuts may have occurred 
to you, may be in effect in your bank. 
You may have ideas along these lines 
that would be useful and valuable to 
other institutions, great and small, 
throughout the country. 

What are these ideas? The JouRNAL 
wants them for publication for the 
benefit of other banks and will pay for 
any which it can use and publish. The 
only condition is that they must be 
practical and must offer other banks a 
possibility of profitable application. 

Send them along to the JOURNAL, as 
plainly and briefly presented as possible, 
and we will be glad to pay you for them, 
giving full credit to their origin. 


TAKE, for instance, the matter of salaries and wages, the second highest single 
item of banking cost. This is only one out of a long list of banking problems 
which have never been satisfactorily answered, but it is one of the most impor- 
tant. The failure to fit the right person to the right job costs millions of dollars. 

How can a bank analyze its operations in terms of personnel to make sure that 
those who produce results are paid for what they do? 

How can a bank be certain that those members of its staff with superior skill 
are being recognized? 

How can personnel be analyzed and observed to bring about the greatest 
efficiency? 

How can employees be prepared for better jobs? 

What should be the educational requirements for each general type of em- 
ployment in a bank? 

What should be the experience requirements for each general type of employ- 
ment in a bank? 

Can it be determined exactly how much to pay for each type of work? 

In the matter of promotions what jobs furnish the best background for those 
who want to move ahead? 

Finally, what methods, if any, have ever been found for assuring that the 
highest salaries are being paid to the right persons? 
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